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AGRICULTURAL CREDIT 


TUESDAY, APRIL 21, 1953 


House or RepresENTArIveEs, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. ¢ 

The committee met, pursuant to notice, at 10 a. m., in room 1510, 
House Office Building, Representative Clifford Hope (chairman), 
presiding. 

Present: Representatives Hope, Andresen, Hoeven, Simpson, 
Bramblett, Dague, Harvey, Lovre, Belcher, McIntire, Golden, Wil 
hams, Harrison, Wampler, Cooley, Poage, Grant, Gathings, Aber 
nethy, Albert, Abbitt, Polk, Wheeler, Thompson, and Jones. 

The CHarmMan. The committee will come to order. 1 think most 
of those who are present know that this is the beginning of a hearmg 
which we expect to carry through during the next 8 days on the 
general subject of agricultural credit. We do not have any idea 
at this particular period of discussing or considering specific legis- 
lation, although that may come later. 

What we have in mind now is to discuss the situation and to get 
the best advice we can on the subject of what may be needed in the 
way of additional agricultural credit, either through private or Gov- 
ernment sources. We will begin our hearing today by hearing from 
Mr. R. L. Farrington, Acting Director, Agricultural Credit Service, 
and later from Mr. Lasseter, Administrator of the Farmers’ Home 
Administration and Mr. Duggan, Governor of the Farm Credit 
Administration. | 

Tomorrow we expect to hear witnesses from some of the agricul- 
tural areas of the country including lenders and farmers. That will 
be continued during the following d: vy and then on Friday. 

I think I said 3 d: ays a while ago. It should have been 4. On 
Friday we will hear from farm organizations. At this time we will 
be very glad to hear from you, Mr. Farrington. 


STATEMENT OF R. L. FARRINGTON, ACTING DIRECTOR OF AGRI- 
CULTURAL CREDIT SERVICES, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Farrrneron. I appreciate the invitation to appear before you to 
discuss the overall debt situation of farmers and the probable ability 
of farmers to get adequate financing to carry on their operations. 

If an individual farmer came to any recognized lender—commer- 
cial, cooperative, or Government—to arrange a line of credit for his 
next year’s operations, there are several things the lender would have 
a right to know in order to determine the amount of the credit line, 
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or in fact, to decide whether it would be safe to make the loan ul all. 

Some of the lender’s questions would be: What is the farmer's net 
worth now? How much capital is required to operate his farm? 
How long can he carry on in the face of drought, crop failures, bad 
prices, or other adversities ? How much does he owe, what 1S the 
nature of his debts. and what has been the debt trend? What is the 
chance for profit or loss from his farming this yeal / What sources 
of credit does Mr. Farmer have? 


There are othe: things that would be mport hit le iling with an 
cuiy dual case. Among t ose would be the stand vy of the particular 


farmer n the community What m@hisnve’ What s his past record 


for paying debts? What kind of farming does he do? 


But in looking at the farmer's finan iL posit on as a whole, we can 
not quire into all of those things We know that farmers are the 
keystone of our free-enterprise system. We know that agriculture 

basic—an essential ndustrv And we know that no industry 
has — icone rm acricultur » for paying debts. 

W] if comes to the three Cs of ( red { chara ter, pra ity, and 


collateral, we can give ie farmer A—1 on character and worry only 
out capacity and collateral. 

Phe farm balance sheet. The financial statement of all the farmers, 
taken together, does not look bad. It shows marked increases in net 
worth and certainly in the agoregate there seems to be ple nty of col- 
lateral. There is danger, of course, that some of the increases are due 
to the effects of inflation. 

Now on this table I will not read all these figures. I will simply 
VO ACTOSS the page and pomt out that the real-estate assets were $35 
billion in 1940 and $92 billion in 1953. Non-real-estate 15 as compared 
to 50. Financial assets 4 as compared to 24, and the total $53 billion 
as compared to $166 billion. 

On the claims or liabilities side, real-estate debt was 86 billion in 
1940, $6.7 billion in 1953—-and those are preliminary figures. Non- 


real-estate was $3.4 billion as comipared to $9.2 bilhon Proprietor’s 
equities, that is net worth. $43 billion as compared to S150 billion 
195 
furning over to page 3 of my statement, attention may be called 
to the sharp rise in the value of pl hysical assets. From 1940 to 
195% the value of the real-estate assets ne uly tripled. Nonreal-estate 
ussets, however, more than tr pled in value, re flecting hoth the rising 
ost \ ind the greater amounts of livestock, machinery, and other 
op ¢ capital used by farmer | 
Che estimated value of the physical assets for Jam ary 1, 1953, shows 
i slight decline from the previous veat This reflects primarilv the 
op es of live k. the leveling off of land values, md imilar 
11 idjustments 
( Sig "e als¢ the trend in farmers’ Inanecial assets. These 
LV increased substantially during the period, the increase con 
ti ng even through 1952 
The rise in farmers’ debts has not been as rapt 1 as the incre; in 
Ine of their assets. Con eque ntly their equi ities in their ache 
other assets have grown ri ey until 1952 when the downturn 
prices brought some shrinkage in value of the » physical assets. 
q ancoal) late ] pete e cheet show 1 re tively strong financial 
r agriculture as of Ja lary 1, 1953. imple collateral for 
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securing debts. This, however, is the consolidated position. There 
are a number of farmers and ranchers who are probably in difficulty 
because of such conditions as drought, increases in costs, price dle 
clines and debts that may already be heavy. 

Increased capital requirements of farmers. The amount of capital 
required to carry on a profit: able farming operation has increased 
appreciably in the last decades, and that has to do with the farmer’s 

capacity to farm profitably and to pay his debts. The change for 
agriculture as a whole is brought out in the balanve sheets just re- 
ferred to. 

These increases have brought the capital requirements of efficient 
sized, commercial farms toa very high level. The effect of the increase 
in capital requirements on individual farms may be illustrated by data 
from selected groups of record-keeping Corn selt farmers summarized 
in table 2. 

Look at table 2, take first southeastern Minnesota. In 1940 the 
number of farms was 148; in 1951, 162. The acres per farm, 225 in 
1940 as compared to 22 in 1951. 

The investment, real estate, $15,000 per farm in 1940 as compared 
to $384,000 in 1951. 

Nonreal-estate, $7,000 per farm in 1940 as compared to $19,000 in 
1951. 

Kastern Iowa, number of farms, 145 in 1940 compared to 159 in 
1951. Acres per farm 245 in 1940, a little bit less, 240, in 1951. Real- 
estate investment, $27,000 in 1940 and $64,000 in 1951. Nonreal-estate, 
$11,000 as against $26,000, or a total of $39,000 as compared to $90,000. 

Northwestern Illinois: 1940, 456 farms as compared to 330 in 1951. 
Acres per farm 212, and a slight gain in size—228 in 1951. Real-estate 
investment, $27,000 as compared to $72,000 in 1951. Nonreal-estate 
investment $9,000 as compared to $29,000. On an overall basis, total 
investment of $36,000 as compared to S1LO1,000. 

In other parts of nn the total capital required per farm may 
be either smaller or larger, but the percentage increases generally are 
similar. 

While capital requirements have greatly expanded, the cash operat 
ing expenses have increased even more rapidly. In addition to general 
increases in cost levels, farmers now pay cash for many things they 
formerly did not use at all or which they produced onthe farm. These 
high cash expenses have added to the risk in farming. They have 
increased the amount of capital and credit which a farmer needs 
and at the same time made him more vulnerable to a drop in farm 
income. 

This situation may be illustrated by data from a very recent bulle- 
tin from the Minnesota ps: icultural Experiment Station dealing with 
changes 1 in dairy farming in the southeastern part of that State. Be- 
tween 1940 and 1949 the total average capital required per farm about 
doubled, increasing from $16,146 to $35,747. Cash farm operating 
expenses, however, increased to 5 times the 1940 level, or from $1,779 
to $7,525 per farm. 

Under the 1940 amounts of cash expense and capital required, a 
farmer could have survived 9 years of total loss of income before 
all his capital was used up. But under the 1949 relationships, all the 
capital would be gone in a little over 4 years. 
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Expenses went up also in relation to receipts. From 1940 to 1949 
the operating expense per 5100 of receipts increase d from S44 to $56. 

How much do farmers owe? The balance sheet shows that at the 
beginning of 1953 farmers owed $6.700,000,000 in real-estate debts and 
$9.200,000,000 in non-real-estate indebtedness. It shows also a strong 
net-wort! position. ‘| he “prop etors’ equities” were about LO times 
the amount owed. 


(vain it is doubtful whether the average individual farmer is in 
a financial condition as strong as the combined statement would indi- 
cate. Moreover, there are some trends the farmers’ increases in 
indebtedness that give cause for concern. 

Trend of farm — ; he. Ising level of farm production expenses 
and, more recently, the nfavorable trend of the parity ratio are part 


of a combination of influences that have resulted in a steady increas 
in farm indebtedness ees in 1946. Rising costs have necessi 
tated steadily increasing amounts of credit to finance farm operations. 


During the past vear, however, there has been a leveling off and 
Some areas a qaecrease 1] the “uverage size ot production loans. This Is 


due to the decline In the cost. of feeder catile and other factors. In 
other instances the drop in prices coupled with a continuing high 
level of costs has tended to increase borrowings or to slow down debt 
repayment, 

It is known that greater amounts of credit have been used also to 
— farm mechanization, shifts in types of farming, especially to 
types ivol\ Ing more livestock. These also frequently require addi- 
tional huillinen and fences and expansion of pasture capacity and 
other farm adjustments or improvements. Except for some easing 
in recent months, these programs have been carried out at high or 
rising cost ke vels 

Still another factor has been the general upward trend in values of 
farmland per acre The BAKE index of value per acre (1912-14 
100) advanced from 126 on March 1, 1945, to an all-time peak of 213 

July 1, 1952. Since that time values have leveled off, the index 


remaining at 215 November 1952 

As prices of farmland moved up, loans to finance farm purchases 
also increased. arm Improvements likewise have added to the reul- 
estate indebtedness. In add tion, drought distress, price cost squeezes, 


and other factors have caused some refinancing of short-term debt into 
long-term real-estate loans. 

The vrenel i] rise 1 farmlan al values per acre, the farm impro 
ments be ing made, and the refinancing of short-term debt have been 
refle ted In both the average amount per farm and the total amount 
of mortgage credit used by farmers. 

The average size of farm mortgages recorded by all lenders in 
creased from $2.270 during the prewar period 1937-40 to $3,970 in 
1946 and to $5.630 during 1952. An additional factor in the lareer 
average loans per farm has been the tendency for farms to increase 
In size. The » total amount of farm mortgages recorded bv all lenders 
likewise increased from a yearly prewar average of $746 million dur- 
ing 1937-40 to $1.486,000,000 in 1946 and $1.778.000.000 during 1952. 

As indicated, both the real-estate and the non-real-estate debts have 
been increasing. But the latter have been growing more rapidly with 
the result that during 1948 the non-real-estate debt became the larger. 


poe 
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The trends in the two types of debt outstanding and the distribution 
between principal lender groups are shown in tables 3 and 4. 

If you W ill look at table 3, we will go across the page. In 1940 the 
total amount of debt outstanding was $3,400 million. Of that banks 
held 26.1 percent, PCA’s and FICB’s held 5.4 percent. Farmers’ Home 
Administration held 12.1; Commodity Credit Corporation, 12.9; and 
others 4314 percent. 

Now to drop down to 1953, the bottom line across the page. The 
total amount of debt was $9,200 million. Of that banks held 38.9 per- 
cent or 12 percent more than in 1940. PCA’s and farm improvement 
credit banks held 714 as compared to 5.4 percent in 1940. Farmers’ 
Home Administration held 3.8 percent as compared to 12.1 percent 1n 
1940, 

Commodity Credit Corporation had gone up just a fraction to 13 
percent and the group “¢ thers” had gone down from 43 down to 36.8. 

Go to table 4, "The estimated total farm mortgage debt outstanding 
on January l. and distribution bet ween principal lenders.” 

The other table was non-real-estate debt and this table, No. 4, is 
real-estate debt. ‘To go across the page beginning in 1940, total 
amount outstanding was $6,586 million. Federal land banks held 41.4 
percent; insurance companies, 14.9; commercial banks, 8.1; Farmers’ 
Home Administration, one-half of 1 percent; individuals and others, 
OD. ls 

Drop down to the bottom line, 1953, the debt then is $6,700 million. 
Federal land banks held 16.1 as compared to 41 in 1940. Insurance 
companies had gone up another 10 percent to 24.9, commercial banks 
had a little more than doubled, with 15.2. Farmers’ Home had in- 
creased with 3.8. Individuals and others had added another 5 percent 
to make it 40. 

What are farmers’ chances for profit or loss from their operations 
this year? In table 5 on page 10—we will come to that in a minute, 
Mr. Chairman—it is indicated that the overall prospect for 1953 is 
for a more severe cost-price squeeze than during 1952. The result is 
likely to be a moderate decline in net farm income. 

On individual farms, however, the outcome is likely to depend a 
creat deal on the operator’s ability to keep down costs. Prices which 
farmers must pay for things they buy generally have not dropped in 
anywhere near the same degree as the decline during 1951 and 1952 of 
prices received. Costs of feeder cattle, feeds, some seeds, and some 
other items have declined. Other costs are likely to be about the same 
as in 1952 but wage rates and possibly other items may be even higher 
during 1953. 

When compared with the situation 15 or 20 vears ago, moreover, 
farmers have Many cash expenses how which they formerly either 
did not have at all or which have been greatly increased. These 
changes are brought out forcibly in the Minnesota study of dairy 
farms previously referred to. 

For example, in 1949 many farmers had: such equipment as field 
choppers, windrow bales, manure loaders, power sprayers, and power 
post-hole diggers which they did not have at all in 1930 or only 
occasionally in 1940. 

In 1949 they bought 360 pounds of grass and legume seed per farm 
compared with only 154 pounds in 1930; 8,200 pounds of commercial 
fertilizer compared with 780 pounds in 1950; 27.4 tons of lime com- 
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pared with 0.8 ton per farm in 1930. They bought 40,823 pounds of 
commercial feel per farm in 1949 compared with 7,304 pounds in 
1940 and 4,820 pounds in 1930. 

Livestock expenses per farm, including tests for various diseases 
and outlays for sprays, vaccines, and other means of insect and dis- 
ease control, increased from $44 per farm in 1930 to $55 in 1940 and 
to S137 in 1949. 

The bill for customwork hired rose from $79 in 1930 to $215 in 1949, 
while the cost of electric power jumped from $16 in 1930 to $83 in 
1949. Farm family living expenses increased from $1,305 in 1940 
to $2,421 in 1949. 

Many of these costs are almost in the nature of fixed charges. The 
farmers who can continue to operate successfully and who will be 
the best credit risks when the price-cost relat ionships become unfavor- 
able will be those who find ways of reducing costs without seriously 
decreasing efliciency or, in some cases, deferring expenditures to years 
of more favorable price relationships. 

Py ce-cost situation: The recent developme ts in the price situation 
that have been of greatest significance from a credit standpoint have 
heel the drop h prices received wy farmers ending early this year, 
followed by a leveling off during the last 3 months. 

lrends of prices received and paid, parity ratio, and farm income 
ind expenses are summarized 1 table 5. 


I do not know how much time it 1 necessary to spend on that, Mr. 
Chairman. ‘The index is 100 in 1940. If you will look at, say, 1950, 
you WV ll see it was 2856 The prices paid was 250 and the parity 


ratio was LOO, 

In March 1953, price received was 264, price paid was 281, and 
the parity ratio Was ? Phat footnote 1 under the table is interest- 
ing. For 1953 the BAEK states: 


With prices received by farmers for most farm products at a substantially 
lower level in 19538 than in 1952 and cost rates to farmers only slightly lower, 
the cost-price squeeze in agriculture tl year is more severe than in 1952, and 
net farm income is expected to be lowe! 


Ko 


llowing the outbreak of war in Korea, prices rose rapidly, reach- 


ing a peak in February 1951 with an index of 313 (1910-14 equals 
100). the hiehest of recoral. The iverage index forthe whole calendar 
year 1951 was 502. These high levels were followed by a reaction 
and prices fell steadily during 1952. reaching 267 in January and 
2°63, in February 195 E This represented a arop of about 16 percent 
fron the peak 2 yea s earhet 

Several factors have contributed to this decline in prices. One is 
a venel il reaction from thre seare | uViIng that took place adurine the 
early months of the war in Korea. Another is the fact that produc- 


nd supplies of farm products have been large 





Ce 
Total crop yields have been good. The past season has been very 
favorable for milk production. Beef cattle numbers on farms have 
increased 39 percent during the past 5 years. Cattle marketings also 
were stepped up for a while because of drought and lack of feed in 
the Southwest. Some orades of cattle fell 30 to 40 percent in price. 

Still another factor has been the drop in exports. Sales of wheat 
and cotton abroad this vear will be about 25 and 30 percent, respec- 
tively, below those a year ago. 


nape peer 
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AGRICULTURAL CREDIT é 


Since February of this year prices have leveled off. The March 
index of 264 represented a slight increase over February, and these 
levels have generally been maintained during April. 

It is hoped now that prices will be steady during the spring and 
summer. The present indications are that business activity, employ- 
ment, and consumer buying will remain at high levels for several 
months at least. 

While prices received by farmers have fallen, prices which they 
have paid for commodities, interest, taxes, and wage rates, on the 
other hand, have declined only a few points. The general index of 
such costs (1910-14 equals 100) averaged 281 during the calendar 
vear 1951, 286 during 1952, and had declined only to 280 in February 
and 281i in March 1953. 

As a result of these trends, farmers are now at a price-cost disad- 
vantage. As measured by the parity ratio, the disadvantage during 
February and March 1953 was the greatest since 1941, when the ratio 
averaged 93. During both February and March the parity ratio was 
94. The ratio averaged 101 in 1952 and 107 in 1951. 

Unless offset by other factors, the lower prices and relatively high 
costs eventually will result in lower net farm incomes. During 1952 
the larger physical volume of crops and other farm products marketed 
brought about a suflicient increase in gross income to Maintain net 
farm income at about the same level as in 1951. The recent drought 
will be one factor that will affect 1953 incomes of many farmers and 
ranchers in Texas, Oklahoma, and a number of other States. 

\\ hat are the farmers’ sources of credit ¢ 

For mortgage credit the most important groups, in terms of dollar 
volume, are individuals and insurance companies, Preliminary 
figures of the BAE indicate that on January 1, 1953, individuals and 
other unclassified lenders held 40 percent and insurance companies 
24.9 percent. How well these sources can be relied upon to meet the 
situation adequately in the face of adversity is debatable. 

Individuals generally insist upon relatively short maturities for 
their loans. They usually want their money first. During the height 
of the land-bank-loan volume in the depression of the thirties, about 
30 percent of land-bank-loan proceeds were used to refinance indebted- 
ness owed by farmers to individuals. 

Some insurance companies 11 the past have shown a tendeney LO 
be selective in making loans. They tried to pie k the better areas and 
the better farms. That leaves a large group of farmers to rely upon 
the cooperative credit institutions supervised by the Farm Credit 
Administration and loans from the Farmers’ Home Administration. 

or short-term credit, the principal sources for the farmers are 
commercial banks. The preliminary figures for the 1953 balance sheet 
show that 38.9 percent of all non-real-estate credit was held by banks. 
Individuals, merchants, dealers, finance companies, mark ting agen- 
cles, and other miscellaneous lenders are the second most imnortant 
source, providing about 36.8 percent. 

While production ( redit associations furnished only about .5 pel 
cent of the total, they exert a much wider influence through the stand 
ards of loan service which they set. The Farmers’ Home Administra 
tion loans made up 5.8 percent, Ww hile the Commodity Credit Corpora 
tion loans, which are really a part of the price support program, com 
prised 13 percent of the total. 
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Credit agencies inors upervised by the Depart: nent of Agriculture 
furnish virtually every type of credit used by farmers and their 
cooperatives. The institutions under the supervision of the Farm 
Credit Administration provide the followng business-type credit 
services: 

Production credit to individual farmers is available through 499 
cooperatively organized production credit associations, and 12 Federal 
intermediate credit banks. The production credit associations are 
supervised and partially capitalized by 12 production credit cor- 
porations. 

The ede il intermediate credit banks discount notes for produc- 
tion credit associations and certain other privately capitalized insti- 
tutions. ‘They also make some commodity loans to farmers’ coopera- 
tive marketing associations These banks, as well as the production 
credit corporations, are fully owned by the Fede ral Government. 
Farmer-borrowers completely own 251 produ ction credit associations 
and most of the stock in the othe reassociations. 

Farm mortgage credit is furnished to individual farmers through 
1.153 national farm loan associations and 12 Federal land banks. 
This credit 5) stem 1s cooperatly ly organized and completely owned 
by the farmer-borrowers 

Loans to farmers’ cooperative marketing, purchasing, and servic- 
ing associations are made by the 13 banks for cooperatives. Loans 
may be made for acquiring facilities, meeting operating expenses, or 
to finance storage of commodities handle d. Borrowing cooperatives 
ubseribe to sto k in the banks but most of the capital is owned by 
the Federal Government. 

Some loan funds used in these credit systems come from the banks’ 
own net worth er by borrowing from commercial banks. In total, 
however. most lonn funds a are obtained by selling bonds or debentures 
in the — capital market. An excellent market has been devel- 
oped for the curities which issures ample loan funds for credit 

eds now In sis 

Still in liquidation are some remaining Land Bank Commissioner 
loans and — S from the Agricultural Marketing Act revolving fund. 

The Far "Home Administration provides credit service to low- 
in Ome atl a. rt | er ari 1CTS who are unable to borrow from other 
sources, It mM ike s airect loans from funds borrowed from the Treas- 
ury in amounts annually authorized by the Congress and insures loans 
as follows: , 

The direct credit includes farm mortgage loans for farm purchase, 
farm enlargement, farm development, and farm housing; non-real- 
estate loans for producti on and subsistence : dis aster loans: and water 
facilities loans. Within limits prescribed by the Congress, loans by 
other ales for farm purchase, farm enlargement, and farm devel- 
opment may be insured. 

The Rural Electrification Administ ration finances farmers’ electric 
and t elepho ne cooperatives and other organizations for the purpose of 
prov ii ng central station electric and telephone service to rural areas. 
It also furnishes a limited amount of technical guidance and assist- 
ance to Saat REA loan funds are authorized annually by 
the Congress to be borrowed from the Tre: isury of the United St: ites. 

The amounts of loans by all of these services outst: anding at the 
first of the year are summarized in table 6. 
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Mr. Chairman, I have a brief summary of a couple of pages of this 
whole situation if you care to have it. I might just summarize this 
longest statement. 

The Cnamman. All right. That is very good. 

Mr. F’arrtneron. The January 1, 1953, balance sheet of agriculture, 
shows substantial increases in the consolidated net worth of farmers 
when compared with 1940. It also shows a tendency for the gain in 
net worth to level off or decline slightly during 1952. 

Farmers’ financial assets have increased nearly five times since 
1940. From 1940 to 1952. the value of farm real-estate assets nearly 
tripled and non-real-estate assets more than tripled. Some of the 
increase in non-real-estate assets is due to rising prices and larger 
amounts of livestock, machinery, and other operating capital used 
by farmers. 

Farmers’ debts as a whole have not risen as rapidly as the value of 
their assets. Their assets increased rapidly until 1952, when the down- 
turn in prices brought some shrinkage in value. The consolidated 
financial statement of all farmers undoubtedly obscures the weak 
financial condition of some individuals. 

Capital requirements of farmers have increased creatly in the past 
decade. Capital for farm real estate has more than doubled because 
of higher values of farmland, and, in some areas, the need for more 
land to make an efficient operating unit. The capital requirements for 
non-real-estate items have increased more than for real estate. This 
is due to sharply increased costs of machinery, livestock, and operating 
costs, as well as the greater amount of livestock, machinery, and other 
items of equipment now being used. High cash operating costs have 
also made farmers more vulnerable to declines in farm income. 

Preliminary estimates indicated that on January 1, 1953, farmers 
owed about $6.7 billion in real-estate debt, and about $9.2 billion in 
non-reai-estate debt, including CCC loans. The rising level of produc 
tion expenses, the increased use of credit to finance shifts and adjust- 
ments in farming and, more recently, the unfavorable trend of the 
parity ratio, have resulted in a steady increase in farm indebtedness 
which began in 1946, 

During recent years, the non-real-estate debt has been greater than 
the real-estate debt. reversing the situation that has traditionally 
prevailed. ; 

The index of prices received by farmers reached an alltime high 
of 313 (1910-14 equals 100) in February 1951. Since then prices 
declined to 267 as of January 15, 1953, and on the average have stabi- 
lized close to that level during February and March. Prices received 
declined about 15 percent from the February 1951 peak to January 
15, 1953, and about 1 percent in the last 2 months. 

During the same time prices paid by farmers declined less than 2 
percent. As a result, the parity ratio had declined to 95 by January 
15, 1953, and has been at 94 since that time. This unfavorable price 
cost relationship is expected to result in somewhat lower farm net 
income. 

The Department of Agriculture through direct lending agencies 
which are a part of it and through the eredit agencies, largely coopera- 
tive, which the Department supervises, lias effective credit machinery 
to help meet both the normal and the emergency credit: needs of 
farmers. 
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Direct Government loans are available to farmers who cannot get 


need loa to meet certain emergencies. 
Cooperative reddit. institutions are ava lable for those farmers who 
int to borrow on the cooperative plan. In general these facilities 


appear ampte to meet the farmers’ needs in all but extreme emer 


credit elsewhere oO! who 


I 


rencis | he itter case some additional credit machinery and 
1cie I might be nec ry 
| ittey ferred t is follows 


1 15, 900 


» O00 


J invert ent ner rm 1940 and 1951. for selected 





Rea ite 2 S15 $34. 29 $27,662 $64,448 $2 439 $72, 488 
7, 804 19, l¢ 11,758 | 26 5 9,174 29. 342 
2 D 53, 454 », 420 0,703 | 36,613 | 101, 830 


College, and University of Illinois cooperative record 
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TABLE 38 Lstimated total non-real-estate deht outstand yon January 1, 
distril tio hetween principal lenders. 1 yO, 1946 ind 1 
TABLI j Estimated total farm 7 rfgqage deht outsta li? ( Ja? l Ind 
distribut n between principal lenders, 1940, 1946, and 
Ye ’ 


TABLE 5 Inderes of prices rece red and paid hy farmers, parity ratio. and 


estimated amounts of farm income and production expenses in 1940 and by 


years, 1947-53 
Pr 
Yea 1 } s : : I 
y fa 
VU Mill 3 M s 
4 24 \ s } $M 2 4, 298 
‘ ) 4 ~ t 
44 Zs { ~ } 
1949 249 
1 s } } 
152 IRR Qe | 274 22 j ) 
19 
J r ( 
Fet iar 263 s 4 
M } 264 2s] + 
I exe ) { 
| 1 the BAI t \\ t t 5 
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Amount of loans outstanding Jan. 1, 1953, credit services in the 


De partment of Agriculture 
1 nt 
Lev panatitutior and typ redit (millions of dollar 
FA { ¢ NT MINISTRATION 
Farm mortgace aus 
Federal land banks $1,078 
Land Bank Commission 23. 4 
Pot $1, 101.9 
Loans ‘ ! i ‘ 
Federal intermediate credit bank direct ) $2. 0 
Bank ol ooperative 418.5 
Acricultural Marketing Act revolving fund v 
Tota $21. 4 
Other loans and discounts 
keder nte ite ed } S $718.3 
Prod ion cre issociatiol 606.1 
Pota 1, 324. 4 
Grand 1 i 2, S40. 4 
Less Federa ntermed cred hank loans to and 
discounts for other Far Cre Administration 
institutions 627.1 


Cr 









220. 6 





FARMERS HOME ADMINISTRATION 
irrent programs 
Direct Government loans 
Production and subsistence loans $210. 9 
Water facilities ins 13: 7 
Direct farm ow ership loan 190.3 
Farm housing loans 69. 7 
Product disaster loans 24.9 
Loans to fur farmers 1.6 
Loans by } ite lenders insured by the Government 
Insured farm ownership loans 51.6 
active programs 
Direct Government loans 
Rural rehabilitation loans 53. 7 
Kmergency crop and feed loans 27.9 
All other loans , ie f 
Tota 648. 0 
RURAL ELI TRIFICATION ADMINISTRATION 
trification loans 8. 2 
Jephone loans 17.7 


Total 1, 


Grand total, all 
Loans in liq 
Mr. ANDRESEN 
Mr. FarrinGron. 
Mr. ANpDREs! 
Mr. Coo.ey. 
to as 


Does that conch 


ide your statement ? 
It does, Mr. Chairman. 

Are t] 
I want to cong! itulate you on your presentation. I 
k one or two questions, the first of which is: What credit in 
ow needed by farmers 


/ 


N. ere any questions ¢ 


which is not now readily avail 
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Mr. Farrincron. I do not believe there is any at the present time, 
Mr. Cooley. 

Mr. Cootry. In other words, we have credit facilities which are 
avallable to farmers at all levels, so to speak. In other words, the 
Farmers’ Home Administration takes care of the credit needs of 
worthy farmers who are unable to obtain credit elsewhere at reasor 
able rates and under reasonable « onditions: is that not true / 

Mr. Farrineron. Yes, sir. 

Mr. Coorry. Production credit associations are available for the 
farmers ina different bracket, and you have the bank of ¢ yOoperavhy 1S 
and farm eredit banks and land banks and land bank associations. The 


lana banks ar practically, not altogether, farmer-owned at the 


present time 4 

Mr. Farrineron. They are completely farmer-owned. 

Mr. Cootry., Completely farmer-owned / 

Mr. Farrineron. Yes, sir. 

Mr. Cootey. And farmer operated ¢ 

Mr. Farrincron. Yes, sir. 

Mr. Cootry. Mr. Poage suggests they may not be entirely farmer 
operated. 

Mr. Farrineron. I think he is correct. 

Mr. Coo.tey. But they are farmer-owned and they are operated under 
the supervision of the Government 4 

Mr. Farrineron. That is correct. 

Mr. COooLey. The preduction credit associations are rapidly becom 
ing farmer-owned ¢ 

Mr. Farrtnocron. Yes. 

Mr. CooLry. And the Farmers’ Homie Administrat lon, of course, is 
one agency of the Federal Gaovernment that is engaged in direct 
lending. With youl long experience in this particular field, would 
you recommend the combining of soft credit with hard credit, or do 
you prefer keeping it just as we have it at the present time / 

Mr. Farnineron. That question has been up for discussion on a 
number of occasions, Mr. Cooley, as you know. My inelination is to 
keep them separate. 

Mr. Coo.try. I think that has been the view of this committee: 
that when you put soft credit with hard credit, you imperil the 
stability of the hard-credit associations or lending agencies: is that 
not true ¢ 

Mr. Farrineron. There has been a lot of testimony to that effect 
before this committee: ves, sIr. 

Mr. Cooury. As it 1s now, an applicant for credit from the Farmers’ 
Home Administration must aflirmatively show that he is unable to 
obtain credit elsewhere, that is true, is 1t not / 

Mr. Farrincron. Yes, sir. 

Mr. Cootrey. I do not know how other members of the committee 
feel about it, but I have been highly pleased with the manner in which 
the Farmers’ Home Administration has been operated from its very 
beginning. You will recall that before this committee activated the 
Karmers’ Home Administration, we had three agencies of the Govern- 
ment engaged in making loans to low-income farmers. Eligibility 
requirements of all the applicants of all the agencies were almost 
identical, the Farm Security Administration, Emergency Field Loan 
offices, and the Production Credit ¢ orporation. 


Or 
Pow bated ov és 
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When Congress activated all of those and created the Farmers’ 


Home Administration several yea 180. It seems to me that was a very 
constructive thing to do. IT want to ask vou if in your opinion the 
Farmers’ Home Administratio s today meeting the credit needs of 


the low-income farmers, as far as their resources will permit them to 


ado that 


Mr. Farrineron. T feel that it is: yes, sir. 


Mr. Coo.trey. So 1f there is a ven lone anvwhere, insofar as the 
ow-income Tarmer 1s concerned, it ~ the failure of Congress to pro 
vide adequate lending a Ol d funds. 

Mr. Farrincron. That is correct. although I do not say that there 

v weakness. 

M Coorry. I do not V tie vy weakns ther, but IT mean 
ranap] leant woes to at wen vy. 17 he worthy and meets the require 
nie : e vel tne sel e \ Ong is ther ! money u\ iilable 
oO so ‘ ! { ond starem ny S i] do not accom 

t by y recomm«e { Oo} for anv immediate change in our 


( { , the credit setuy 

Mr. Farrincron. No, sir. We feel that the credit machinery is 
mpte to take care of the prese t situation, 

Mr. Cootey. That isall I] ive. 

The CuatrmMan. The Chair wants to declare a recess for a very 


few moments. Everything in this committee is not hard work, and 
ve are favored this morning by having an opportunity for a visit from 
the Maid of Cotton. Iam sure that will be a very pleasant interlude 
for the members of the committee. so the Chair is going to declare 


1 recess for 5 minutes and the Maid of Cotton, escorted by our col- 
league, Mr. Grant, of Alabama, will come in and we will have an 
opportunity to meet her. 

( Whereupon, a short recess was taken. ) 

Che CHairMan. The committee will resume its session. Before we 
proceed, however, the Chair desires to announce that some of us will 
have to appear before the Rules Committee at 11 o’clock on the 


tobacco bill which the committee reported out recently. I am going 
to turn the gavel over to Mr. Andresen. There are some other mem- 


bers who will have to leave at this time for the same purpose. We 
hope to get back before the session is concluded, but we cannot, of 
course, be sure of that. I am not sure whether the committee had 
finished questioning you or not. If you will take the chair, Mr. 
Andresen, we will continue with the questions. 

(Mr. Andresen assumed the chair.) 

Mr. Anpresen. Mr. Farrington, I am sorry I wasn’t here to hear 
your statement, but I will read it. [understand you mentioned south- 
eastern Minnesota at least a couple of instances. Is there anything 
outstanding about southeastern Minnesota on credit that should war- 
rant special comment ¢ 

Mr. Farrinecron. Southeastern Minnesota was included, Mr. Andre- 
sen, in a study made by the University of Minnesota on the size of 
farms and the changes in the amount of real-estate and non-real-estate 
capital necessary to operate a farm. It was used only because it was 
included in that study. 

So far as I know, southeastern Minnesota is a fine area and in good 
shape. 

Mr. AnpreseN. Thank you very much. 
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Mr. ‘THOMPSON. I noticed on page 15 a mention of the Rural Electri- 
fication Administration and particularly the reference to telephone. 
I wanted to ask Mr. Farrington: What is the outlook for the REA 
telephone development ? 

Mr. Farrineron. The budget this vear prov ides for an increase of 
S15 million over last year. It was the judgment of we in the Depart 
nent who are concerned with the telephone program, that that would 
permit a program shghtlv larger than last vear, and would provide 
ror a continued reasonable eXpial sion of the telephone facilities 

Mr. THompson. But it is a going concern? 

Mr. Farrtneton. Yes, sir. 

Mr. Trrompson. And there is some hope for people all over 1 

untry wv ho have had need for developing the cooper: itives ? 

Mr. Farrincron. We think the te lephone program is a sou nd one 

ind we { nine that money will take care of the more pressing 
req iremen t least for this year. 

Mr. teenies Bess the Farm Credit Administration have any 

rect or indirect control over the REA loans for electricity or 
telephones ¢ 

Mr. Farrtneron. No, sir: there is no connection between the two. 

Mr. ANpRESEN. Mr. Harrison ? 

Mr. Harrison. I do not have any questions. 

Mr. ANpreseN. Any other questions ! 

Mr. Hoeven? 

Mr. Horven. In your statement, among other things, you say that 
on individual farms the outcome is likely to depend a great deal on 
the ope Ve ator’s ability to kee ‘Pp down Costs. 

Mr. Farrmncron. Yes, sir. 

Mr. Horven. Of course, that isa real problem. Iam just wondering 
how the overage operator in this mechanized age can keep down his 
costs. I realize that most of the farms now are ibandiole complete sly 
mechanized and the cost of the farm machine ‘ry is terrific. It is my 
impression that throughout the Midwest area the farmers are not 
buy ing farm equipment and, as a result, the farm-implement dealers 
are carrying quite a load. Still this mechanized machinery is neces- 
aoe. We also have the question of farm labor, which is rather acute. 
The draft situation enters in. I am just wondering how the farmer 
under all these circumstances can keep down his costs. 

Mr. Farrineron. It is certainly a problem, and it requires ingenuity. 
Farmers usually have it. One way is keeping his machinery in bett 
shape, doing more repairs himself, perhaps where possible doing more 
labor himself. Of course, those ave just possibilities. 

Mr. Hoeven. Our farmers are utilizing all labor that is available. 
We have the problem of keeping men on the farm. The industrial 
centers and higher wages, take them away. 

So it is not a question of keeping machinery in good repair. The 
farmer is not buying new machinery, which certainly means that he 
is kee ping his ol [ mac hinery in the best kind of re pair. 

The farmer is in an economic squeeze just now. Farm income is 
going down and the cost of f: irming is not declining very much. Iam 
just wondering what the answer is to the entire problem. 

Mr. Farrincron. It is a difficult one. As I say it depends on indi 
vidual ingenuity. His costs are probab ly going to be higher. They 
have been pushing up. He will just have to do the best he can in the 
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Situation and certainly t is a situation in which costs should be 
watt ied. 

Mr. Hoeven. You are satisfied then that the farm-credit facilities 
of the Federal Government are sufficient to meet the emergencies in 
the farm-credit field at the present time 

Mr. Farrincron. Everything except unusual emergencies; ves, sir, 
| meah some calamity might come along where we need more 


machinery. but we con’t see the need for it today. 


Mr. Anpresen. Just one other question. On page 5 of your state 
ment you refer to the survey in Minnesota which indicates that the 
uverage capital required per farm has doubled from $16,146 to $33,747. 
Is that typical of the ent re country ¢ 

Mr. Farrinaron. Yes. There is a coniparable study made in New 


York State. It is quite typical as I understand it. It may be even 
higher In some areas. 

Mr. ANprEsEN. The report also shows that since 1940 the operating 
expense has gone up five times from SL.779 to S725 pel farm. 

Mr. Farrineron. That is typical, too, 

Mr. ANDRESEN. It is / 

Mr. Farrineron. Yes, sir. Phat is the veneral indication all over 
he country. 

Mr. Anpresen. ‘The operating expenses and the doubling of capital 
to operate a farm indicates that the farmers of the country may be in 
a squeeZe at the present time due tothe lower Ine of their income, when 
you consider operating expenses, 

Mr. Farrinecron. That is correct, sir. Of course their equities have 
increased, too. I mean the value of their assets has increased also, 
but they are in a cost-price squeeze, no question about that, because 
prices have come down faster than costs. 

Mr. Lovre. Will the gentleman yield there? You say the value of 
their assets has increased. Is it not a fact that the value of farm land 
IS decreasing ¢ 

Mr. Farrinetron. The value of farm land / 

Mr. Lovrr. Yes. 

Mr. Farrineron. The index has leveled off, as we understand it, 
at about 215. It has not changed much since November. That is for 
the country as a whole. There are always individual cases that are 
exceptions, but the value of farmland has not gone down much yet. 
it may be that sales are slow in some places. 

Mr. Lover. What are the prospects for the future ? 

Mr. Farrineron. Actually it would be a little bit difficult to guess. 
I would think that if farm incomes level off, farm land prices will 
level off too. Our economist tells me that the March 1 figure which 
is not yet released may show about a + point additional decline in the 
value of farm real estate, which would make the index about 209. 

Mr. Lover. That is my impression. I saw a statement the other 
day which indicated that farm prices have gone down considerably 
in the Middle West over a year ago. 

Mr. Anpresen. Is it not a fact that there are fewer buyers for 
lands 

Mr. Farrrneron. Yes, sir: that follows. 

Mr. Anpresen. And the value of the farm, especially in the diversi- 
fied areas, is dependent upon the income that the farmer receives for 
what he produces on his farm. 





an 
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Mr. Farrtneron. That is correct. That is one basis of land values. 

Mr. Anpresen. Mr. Simpson ? 

Mr. Stupson. Mr. Chairman, I would like to state that I find the 
statement very interesting. The question I would like to ask Mr. 
Farrington is: How can a young man today start farming through 
any agency, Government, bank, or otherwise / 

Mr. Farrineron. You mean borrow 100 percent? The nearest way, 
I suppose, would be with the help of the Farmers’ Home Administra- 
tion, which will be discussed by Mr. Lasseter, and that program is 
necessarily not a large one. 

Mr. Srurson. In northwestern Hlinois they had 330 farms in 1951, 
226 acres, real estate, $72,000; farm equiment, $29,000; total, $101,000. 

How can a young man out of agricultural school start farming in 
hat kind of operation, I would like you to tell me ¢ 

Mr. Farrtneron. Generally I would not think he could unless he 
would be fortunate enough to get a loan from Farmers Home or have 
the assistance of his family or start on a very small scale. 

Mr. Srurpson. Regardless of the good times and good weather and 
mechanized machinery and good crops, and even admitting a slight 
decline now, it is actually impossible today for a young marr! ied couple 
or a young man to start farming, is that not true? 

Mr. Farrtneron. On their own farm, yes, sir. 

Mr. Simpson. What do you think that is going to do in the future ? 

Mr. Farrrneron. That is a very difficult question. It is going to 
reduce the number of people that get into the farming business, ex- 
cept for inheritances and that kind of thing. 

Mr. Stuprson. In the average rural bank. a town of 2.000 people, we 
will say 2 banks in a county site town, about $4 million deposits each, 
the most they can loan to any individual in Hlinois is about $18,000. 
They are not going to just set up a loan for a young man without any 
security on $18,000. He has to put up security. He cannot put it up. 
The thing that I think this committee shoul 1 study, as well as Gov- 
ernment agencies, is just exactly what is going to happen in the fu- 
ture with these farms that have a hundred thousand dollars inven- 
tory. How he is going to continue to operate that farm. It means 
as I see it, in our area, a combination of the owner of the farm setting 
up a farmhand or some young man on a 50-50 basis. That is about 
the only way I know of to do it. 

Mr. Farrrncron. It is a difficult problem; there is no question 
about it. 

Mr. Srurrvson. That is all. 

Mr. Anpresen. Do you think young men should be encouraged, 
anybody without a great deal of capital, to go into a farming opera- 
tion at the present time? 

Mr. Farrtneton. It is hazardous. You have got to look at it on 
a case basis. A man could lose what little capital he has very fast at 
the present time if he went into a venture he could ak carry through. 

Mr. Anpresen. Iam sure you recognize what happened in the 1920's 
when farmland in Illinois and Towa and even other areas sold for 
$300 or $400 or $500 an acre, and as I recollect it, along in 1930, 1932, 
1933, 1934 the Farm Credit Administration went out to try to assist 
farmers in extending credit and adjusting their loans. 

Mr. Farrineton. Yes, sir. 
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Mr. Anpresen. Do you see any danger in the foreseeable future of 
a similar situation occurring? 

Mr. Farrineron. It could, of course, but I do not see it now, sir, 
because it looks like 

Mr. Anpresen. Is the Farm Credit Administration doing anything 
to hedge against such an occurrence ¢ 

Mr. Farrineton. The Federal land banks—and that will be dis- 
cussed by Governor Duggan—are in a very strong financial position 
to make loans. 

Mr. ANprEsEN. They were in rather strong financial position prior 
to the land boom in 1918, 1919, and the first part of 1920. 

Mr. Farrtneron. 1 do not believe they were ever as strong as they 
are now, and at that time the Federal Farm Mortgage Corporation 
was brought nto play Lo help. ‘J hat Corporation is still alive. It Is 
not functioning because it is not felt that it is needed now but the 
Corporation still exists. It made the land bank commissioners loans 
which you are familian with, I am sure. 

Mr. ANpresEN. Thev are no longer making land bank commissionet 





lO ¢ 


ins; are they 
Mr. F \RRINGTON. No. sir: but the Corporation is still in existence. 
Mr. Anpresexn. Do you have any corporations where the Federal 
land bank makes a loan and the Farmers Home Administration takes 
a second mortgage ¢ 

Mr. Farrineron. No, sir; they are completely separate in the ad 
ministration. People who borrow from the Farmers Home when they 
Pew a 200d i | ough finanel il position ay be financed by the Farn 
Credit Administration but the two agencies are separate in opera- 
tion. 

Mr. Simpson, Can you tell me whether or not there is any agency 
that can wholly set up a young man mn farm oO today ¢ 
Mr. Farrinecron. I did not get the question. 


Mr. Stmpson. Is there any organization in the country under the 


Government that can set up a young man in an agricultural operation 4 

Mr. Farrineron. Completely ? 

Mr. Suupson. Yes. 

Mr. Farrineron. The Farmers Home Administration—Mr. Lasse 
ter is Administrator of th 
Mr. Simpson. I would ] 


l 
mum requirement we will 


at. and he is to be the next witness. 
ke to ask him right now: What is the mini 
say fol somebody to start farming on a 


hundred acres of land if he can find a farm that he can rent ¢ 

Mr. Lasserer. The first requirement is that the applicant have a 
farm background and that the farm he proposes to purchase is an 
economic unit to insure that he will have a chance of paying his loan. 
That he « ant vet « redit elsew here, of course, is our first requirement. 


We are setting up young people in farming from what you might call 
scratch. 
Mr. Simpson. Percentagewise, what would be his cash requirement ¢ 
Mr. Lassrrer. On the farm-ownership loan we can make a LOO per 


cent loan, and we could also lend him operating capital up to ST.000 


for the In tial loan. a e farm-owne! ship program, ol course, has 
some veterans-preference features. About 95 percent of those loans 


are made to veterans. 
Mr. SIMPSON. Ther In some mnstances you can make a L00-percent 


} 
oan ¢ 
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Mr. Lassrrer. Yes, we do. 

Mr. Simpson. And that would set up a young person in farming? 

Mr. Lasserer. Yes, sir 

Mr. Simpson. There is another question I would like to ask Mr. 
Farrington, On page 6 of your statement it reads as follows: 

The rising level of farm production expenses and, more recently, the unfavor 
able trend of the parity ratio, ure part of a combination of intluences that have 
resulted in a steady increase in farm indebtedness beginning in 1946. 

Would you mind explaining that sentence to me? 

Mr. Farrineron. Farm expenses have gone up. Commencing in 
1946, farm costs have increased gradually. 

Mr. Srvpson. I realize that. I was especially interested in these 
words “the unfavorable trend of the parity ratio.” 

Mr. Farrtrneron. Yes, sir. On page 10, Mr. Congressman, there 
is a table, table 4, that in the fourth column shows the parity ratio. 
Looking about the middle you see it was 100 in 1950, then it jumped 
up to 107 in 1951. 

Mr. Simpson. On page 10? 

Mr. Farrtnetron. Page 10, table 5. 

Mr. Simpson. Parity ratio? 

Mr. Farrineron. Yes, sir. 

Mr. Stureson. That starts out in 1940, you have 8&1. 

Mr. Farrineron. That is right. 

Mr. Stmpson. And in January, February, and March of 1953, it is 
95, 94, and 94. 

Mr. Farrineron. That is right. In other words, the parity ratio 
has gone down. 

Mr. Stuprson. Then if the parity ratio is down from what it was 
then ? 

Mr. Farrineron. Yes, sir. The parity ratio was down in 1944 and 
in 1946 it would be about 110. 

Mr. Simpson. I am still interested in why that causes an unfavorable 
trend, whereas I understand that parity is the formula and that what 
was good for you in 1909 to cg t is supposed to be good for you now. 

Mr. Farrimcron. It is. sir, but the ratio is below parity. It won't 
buy as much. 

Mr. Stupson. Then the formula was not too bad but it is the fact 
that the farm machinery has gone up and the price that the farmer 
receives for his products has gone down; is that what you mean? 

Mr. Farrincton. That is correct. That is what we mean by the 
cost price squeeze. Prices and eosts both went up and prices came 
down faster than costs. 

Mr. Stmpson. On that basis then 90 percent parity is not enough? 

Mr. Farrtnaton. No, sir. 

Mr. Simpson. According to your statement. 

Mr. Farrinetron. That is correct. 

Mr. Srupson. I could never et get into my head why you should 
say 90 percent of Sree I made this statement last week and I 
repeat it here now: I don’t thing that there is anybody here in this 
room who would want to take 90 percent of their sal: ary in place of 
100. I think if you would throw out that word “90,” you would elim- 
inate a lot of confusion both down here and back home. 

Mr. Anpresen. Ninety percent is a floor under which the price 
shall not fall on certain commodities. 
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Mr. Farrrneron. That is right. That is a different thing from 
parity. I mean, that is the support price. 

Mr. Goupen. [ would like for you to ex] plain to us 1f you can how 
often they adjust this 90 percent of parity aad how long the farmers 
have to get in this squeeze W ithout relief ? 

Mr. Farrineron. A new parity formula is determined each month. 

Mr. Goupen. Each month 7 

Mr. Farrtncron. Yes, sir. The Bureau of Agricultural Economics 
takes costs and prices each month and works out a new parity figure. 

Mr. Lovrr. Mr. Farrington, during the past several weeks I have 
heen receiving an increasing number of complaints from ranchers and 
feeders relative to lack of credit to carry the load. In answering these 
complaints whi il agency should I suggest that they contact for eredit 
to carry them over this particular hump that we are in now? 

Mr. Farrincron. There would be—and I am not saying that each 
individual farmer can oe get credit, but his Sn credit 
association, his commercial banl or the local office of e Farmers 
Home Administration. There have been a number of uae and 
ranchers, on account of this price decline, that have been in a bad con- 
dition. We asked several groups of livestock men into the Depart 
ment of Agriculture for conferences. They uniformly recommended 
that there was no need for an additional source of credit at the pres- 
ent time. 

Generally the livestock men could get the credit they needed from 
eX1Isting credit sources, 

Mr. Lovrr. Mr. Farrineton, that isn’t in line with the letters that 
I have been receiving lately. As a matter of fac Ee | received a letter 
ng from the West River District of my State complaining 
bitterly about lack of credit, that they have been forced to sell their 
livestock on the market because they just couldn't carry it over. There 
is another question [ would like to ask you, Mr. Farrington: Is there 
ample credit now available for soil conservation and permanent home 
improvement and 1f so, where ¢ 

Mr. Farrrncron. The Production Credit will make that kind of 
loans: the Federal land banks will make them under certain condi 
tions. 

Mr. Lover. Under what conditions will they make loans for that 
purpose ¢ 

Mr. Farrtneron. The land-bank loans are limited to 65 percent of 
the normal value of the farm. 

Mr. Lovre. But in a number of cases where we need land improve 
ment we will find good, honest-to-goodness farmers that perhaps are 
mortgaged up to the hilt as far as their land is concerned, and chances 
ire that their « hattels are also covered. In those cases, is there credit 
available to go into conservation practices and permanent land im 


} 
| 


this morn 


provement ¢ 

Mr. Farrineron. I ne doubt it, sir, if the man does not have 
reasonable security for 1 I do not know of any — you can get 
a hundred-percent loan of that kind unless it would be Farmers Home 
and as I say their funds are necessarily limited. 

Mr. LOVRE. ] believe your agency does not cover that type of 
loan. does it? 

Mr. Lasserer. We could lend money from our farm ownership loan 
fund, which as Mr. Farrington knows is extremely limited, for farm 
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deve lo} ynent as well as farm pure hase, and of course soil-conservation 


practices would be « asa red farm development. 
We could also, if we found private lenders in the community or 
elsewhere, guarantee a farm development loan. For example if the 


cost is SLOQOO and the borrower had a thousand dollars equity in his 
farmand a private lender would put up the $9,000, we could guarantee 
the $9,000 advance made by the }l vate lender. 

However. that progran has not been too successful so far. The 
amount of money available from private lenders has been rather 
limited, 

Mr. ANpRESEN. You could not do that in refinancing ? 


Mr. Lasserer. No. ait. 


Mr. ANprEsEN. You do not do any refinancing ? 


Mr. Lassrerer. We do refinance some real estate indebtedness be 
cause under the farin ownershy program we must have a first mort 
gage but in a ca like this. where as vou mentioned there was no 


security whatsor ver, we couldn’t do that: no, sir. 

Mr. ANpresen. Then if a man is not able to secure local commercial 

edit or credit from a credit organi Zatiol he has not other place t oO 
go to be refinanced: is that not correct, Mr. Farrington? 

Mr. Iarrincron. If he has no se urity, no, sir, he does not. The 
Federal land banks would make loans on what is known as a sound 
basis. In othe: words, there must be a reasonable chance for re 
payment, there must be a reasonable equity in the land. 

The production credit association: inake only lonas that can be 
repaid, Of course, the conimer ial banks IMsist on security. There 
may be a number of people. where they do not have any security, that 
cannot vet loans, that Is true. 

Mr. Anpresen. If a man is living on a piece of rent: - land and has 
200 head of feeder cattle that he has taken a loss on of 30 te » 40 percent 
andethe bank calls his loan. there is really ho place he can go to get that 
credit so he can retain his livestock. 

Mr. FARRINGTON. Not ulless the bank has acted in a little bit arbi 
trary way In calling his loan. If does not have any equity left in 
his cattle: No, si 

Mr. Simpson. I would like to ask Mr. Lasseter a question. I under 
stood you to say that on a $10,000 loan, if a man had a thousand dol- 
lars to put up, in effect you can grant the loan ‘ 

Mr. ANpresen. Ile did not say that. He said if you got somebody 
else to put up the $9,000. 

Mr. Lasserer. Under our insured mortgage program we could 
guarantee all of the $9,000, yes, sir. 

Mr. ANprEsEN. But you would not put up any money. You put up 
the guaranty / 

Mr. Lasserer. That is right. But we could, on our regular direct 
farm ownership loan program, make a 100-percent loan from Govern- 
ment funds. 
® Mr. Simpson. On a $10,000 loan and $1,000 down, whether some 
body goes to the note and guarantees or whoever guarantees it, what 
happens if at the end of the year there isa crop failure and he cannot 
meet his obligations ? 

Mr. Lasseter. Of course that type of loan can be extended over a 
long period, Mr. Simpson, and we also have a variable payment pro- 
gran. set up sot that one bad year will not necessarily mean foreclosure. 


] 
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Vin SIMPSON. It would not close him out ? 


Nia [.ASs} PER NO, SIT. | waht to Sal this, tO amend mv former 
itement a ttle bit: In your Case, Mr. Lovre, if he had a mortgage 
on the farm and the type of land and the record of the man were such 


e showed food prospect ot bei or suceesstful., we could take up 


it first mortgage and lend him more money. If he had a mort 
ive OT So.0U0, as a hypothet cal case, we could take that up and lend 


ore money in order to enable him to put in those good conser 

tion pract Ces, 

Mir. Simpson. What Ss youl h story of percentages of loss / 

Mr. Lasserer. So far we have loaned a little over $400 million in 
direct farm ownership program, and our losses are not quite 


S100 ,000, In other words. about one-fourth of 1 percent. 

Mr. Simpson. That is over how iong a time / 

Mr. Lasserer. I think the first loan was made in 1938. Borrowers 
( pay } pe reent interest. 

Mr. Simpson. That has been over a period of good years and rising 
market. 

Mr. Lasserer. Yes, sir. 

Mr. Simpson. Certainly now you are trying to watch it; 1s that not 
true ¢ 
Mr. Lasserer. Yes, sir. 

Mr. Lover. Mr. Farrineton, just so we have a clear understand- 
ng. is there any lending agency that vou know of, either private or 
Federal, that will make loans for land Improvement where the bor 
rower has only vot the will and the desire to do a good job without 
imple collateral 

Mr. Farrtneron. No, sir; I do not, except for the matter of the 
Farmers Home Administration which Mr. Lasseter explained a 


Mir. Lover. Tam sorry. I did not hear that. 
INGTON. T say, except for the Farmers Home pro 


Mr. Farr 
vl Mr. Lasseter explained a while ago, I do not know of any other 
place 
Mr. Lover. In your opinion, is there a need for such a type of loan ? 
Ni Karrineron. We have not ad any appreciable demand for it. 
Nir. Lover That is all. 
Mr. Anpresen. Mr. Harrison ? 
Mir. THlarrtson. I have been listening to this discussion back and 


forth and. as I vet it Trom vou report, you cive the impression that 
e Tal el today isin pretty wood shape. 
Mr. Farrtneron. Yes, su 
Mr. Harrison. I think that is generally true. That is, Mr. Simp- 
‘ brings up another questi : Are we in the farming industry in 


need of farmers? He raises this question: Can the man who has 
nothine but a desire to go out on the farm and be financed in such 
iwa that he can start far ne? Llave we gotten to the place where 
ive Seeking Tarmers In that parti ular category 4 It has been m¢ 
observation that we have more farmers than we have farms. That 
party ilarlv true in mv area: That each spring there would be more 
people move on farms with a certain amount of background and fi- 
nance if they could find the farms: is that true, overall ? 


Mr. Farrineron. I think it is true: That not everyone |} 


has a farm 
who wants it by anv means. 
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Mr. Harrison. And the people who could be financed probably on 
their own ? 

Mr. Farrineton. Yes, si 

Mr. Harrison. In answer to what Mr. Lovre says about the man 
who is in debt more than anyone want to take him on for more debt, 
I think the thing for that man to do is to get out of the pene In 
dustry, that he is * the wrong business if he is financed on me farm 
p to the limit and on his machinery and his cattle, and so forth, and 

innot get any more collateral, he is in the wrong business, and xe ld 


iot be seeking more financing. 


| just Cannot concelve of being so unreatist e that we are reaching 
ut to get hold of this person who is now floundering from the stand 
point of finance, that the farmers now are in pretty good shape and 
hey will work themselves out of this so-called squeeze by doing more 


themselves and doing with less machinery. 

Phe piece of equipment here that has been mentioned—a post-hole 
digger. I do not know how many farmers in the midwest need a 
post-hole digger. They used them, I think, just because the farm 
equipment man has one for sale and he happens to have the money 
and there are a great many other of these pieces of equipment that 
the farmer is buying today, that he could get along without, and cut 
down the cost of production materially. 

I Say that with some experience, 





started farming on a very 
mall seale and in a period of a few years got up to where LT could 
ford to own a tractor. I think that these other young fellows start- 
ng out can do the same thing, and the farmers are the most ingenious 
people that we have. 

[f vou will give them a chance and not bother them too much with 
Government regulation, they will get along all right. 

Mr. Anpresen. Mr. Harrison, I know many good farmers who 

nessed wrong on feeder cattle. Would you think they ought to go 

t of business ? 

Mr. Harrison. I wish you would qualify that when you say “good 
farmers.” I. too. know a lot of farmers who guessed wrong, but DV 
the same token, I can show you a lot of those good cattle feeders who 
are takin ig this in stride as one of the things that thev have witnessed 
vears gone by and they have lived through it, and the ups and 
lownhs, and the overall is pretty ceood. The Johnny come lately is 
the fellow who is most concerned, I think, today and he is the one who 
S ates on the Government groups to finance him through a bad 
oless, 

Mr. Anpresen. Of course the credit is really what makes the mare 
ro, and if you extend too much credit and you come to the day when 
he payment must be made, then you get into trouble if you do not 
ave the income or the mone yor the security to pay it. 

Mr. Harrison. I do not want to be in the position of not helping 
the farmer in every instance that we can, because I think that we rel y 
upon him, but is there any place that the man who is in industry ¢: 
voand get 100 pe reent of his fin: ince to start into a ny sort of in dus try ¢ 


« 
¢ 
{ 


Can he start inthe automobile business? Can he start into any business 
vith 100 percent finance? I do not think he can. I think we are ask- 
ng something here for the farmer that we would not ask for anyone 

se, And he is not, I think, a person who wants that kind ot help. 
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Mr. Lover. We are talking about land improvement because I think 
it is not only of interest to the individual farmer but certainly the 
country as a W hole has gota V ital stake in the fertility of the soil for 
years and generations tocome For that reason certainly liberal credit 
should be given to farmers to practice that farm improvement and 
that was the purpose of my question to Mr. Farrington. 

I think thr country has a vital interest in the fertility of this soil. 
That is the trouble with Asia today. There is starvation over there 
because they have not given due regard to the fertility of the soil 

years gone by. 

The same thing will happen to this country if we are not on guard 
to proter t nature's soil. 

Mr. ANbDRESEN. Any other quest) ions / 

Mr. Gran. As you W il] recall, there is an old saying that the farmer 
is the only man who can lose money every year and stay in business. 

Mr. Anpresen. That is true, but sometimes you are doing the 


farmer a great service if he is not eranted loans, 1f he is sure to cel 
loans even though he gets money. 

Mr. Harrison. I think that is true, that he wants the money 
vhether he is going to pay out or not and the bank has vot to come 
into the picture and dec ide whethe r he is or is not a eood loan. 

Mr. Anpresen. We thank you very much, Mr. Farrington. 

Mr. Anpresen. Mr. Lasseter. 


STATEMENT OF DILLARD B. LASSETER, ADMINISTRATOR, 
FARMERS HOME ADMINISTRATION 


Mr. Lasserer. Thank you, Mr. ialvhianh. 1 too appreciate the 
Invitation tO appear he fore this committee to discuss the program of 
t hie | armers Home Admiunistrat lon and its bearing on the present agri 
cultural situation. 

Mr. Chairman and members of the committee, I know you are well 
aware of the various programs Now being administered by the Farm- 
ers Home Administration under authorities provided by Congress, 
With that in mind I will make only a brief reference to the functions 
of our agency and its place in the agricultural credit field. Most of 
my comments will explain the major demands that are made on our 

rvices and the extent to which these demands are being met at the 
saad time. 

The majority of the services provided through the Farmers Home 
Administration have one common purpose—to help farmers make 
full and efficient use of their land and labor resources. Loans are 
mi ade to pay the cost oft necessary equipment, livestoc k. fertilizer and 
other farm and home operating expenses, to buy and improve farms, 
and in the Western States to develop water facilities. These loans 
are accompanied by technical guidance in farm management. They 
are authorized by the Bankhead-Jones Farm Tenant Act, as amended, 
and the Water Facilities Act of 1937 

In addition, the agency makes loans for the construction and repair 
of farmhouses and other buildings as authorized by the Housing Act 
of 1949; emergency production loans, orchard loans, and fur loans 
as authorized by Public Law 38, 81st Congress, as amended. 

All Farmers Home Administration loans have one point in com- 
mon—they are made only to farmers who cannot obtain adequate 


~ 
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credit from any other source. All but one type are direct Govern- 
ment loans—the exception is the insured farm ownership loan for the 
purchase of a family type farm or the development or enlargement 
of an inadequate unit into a fam 
are made by private lenders. 

The fact that a farmer cannot obtain a loan from the Farmers Home 
Administration if he is able to get adequate credit from another source 
at reasonable rates and terms places the Farmers Home Administra- 
tion in: — al position in the agricultural credit field. We do not 
duplicate » the services of any lending institution. Instead we help 
to create new customers for conventional lenders, in that we help 
families develop their farm op rations to a point where they are eli- 
gible for private and cooperative credit. 

Because of our unique position, we are especially aware of the prob- 
lems of farmers who cannot now obtain credit from other sources. 
We do not know the exact number of farmers in this group who can 
use additional credit to vood advantage. 

However, our own experience as well as surveys made in recent years 
under the direction of congressional committees and groups like the 
National Planning Association indicate that these farmers constitute 
a sizable santas 6 of tthe farm population. 

Here are some of the demands we receive from farmers in this 
group that seem especially pertinent in any consideration of the ade- 
quacy of agricultural credit. 

(1) a and development loans. We receive many re- 
quests for loans that will help farmers adjust their operations and 
deve oe their farms so as to make full and efficient use of their land 
and labor resources, increase their assets, and in general gain a more 
secure position in the community. Sometimes this means shifting 
from dependence on one cash crop to a more diversified and better 
balanced farming system. Sometimes no major changes in the farm 
operations are required—only the addition of better farm and home 
management. practices. Sometimes extensive improvements have to 
be made to the farm’s land and buildings—pastures improved, land 
leveled, fences built or relocated, fields drained, scrub growth cleared 
away. 

Examples of the benefits of adjustment and development credit can 
be found in every State in the Nation. In Morgan County, Ga., 
farmers are using adjustment and development loans to create other 
sources of income and lessen their dependence on cotton. In Davis 
County, Iowa, farmers have used these loans to rebuild depleted land. 
The men who borrowed from the Farmers Home Administration 
were among the first in the county to grow ladino clover, canary grass, 
meadow fescue, and trefoil and other grasses that aid in conserving 
the soil. 

The adjustments and improvements vary from farm to farm. But 
they all stem from the same desire—to m: site changes that will bring 
about more efficient use of resources and bring greater stability to 
the farm family’s income. 

We have recognized this demand to the extent that we make loans 
only to farmers who want to make whatever adjustments are needed 
in their operations. We do not make loans that will perpetuate in- 
efficient and uneconomic operations. 


y-type farm. ‘These insured loans 
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2) Assistance requested by young farmers. Many applications 
are also received from young farmers who need financing to become 
successiully established. Some need credit to buy equipment, foun- 
dation herds, fertilizer, and other essentials. Others have all or most 
of the equipment and livestock they need but lack capital to buy a farm 
or improve the farm they now own. All want help in working out 
whatever adjustinents are needed to place their farms on a sound 
and efficient basis. Most vf these young farmers are veterans. 

One of the more spectacular examples of assistance given young 
farmers is seen on the newly developed reclamation projects in the 
West where thousands of young families are trying to make a start 
in farming. 

On the Black (¢ ‘anyon project in Canyon County, Idaho, for in 
stance, about 200 farm families borrowed nearly pz million from the 
Farmers Home Administration during the first 3 years they were de 
velo ping their farms. They needed money for homes, dairy barns, 
water systems, fencing, land deve lopment, livestock, and machinery. 
They had some funds of their own. But not enough to set up 
efficient unit. 

Che Farmers Home Administration helped them work out the irri 
Mallon, ¢ rop, building. and pasture program. The average returns pel 
wre on the project rose from $35 in 1949 to $71 in 1952 

We are rendering more service to young farm families than to any 
ther group. But let me qualify that statement before I leave the 
hipression that we have the complete answer to the problems of these 
young people. We do not. For example, there 
number of young farm boys who cannot locate the land resources they 
must have if they are Geen ite on an efficient basis. 

(3) Water facilitic : In the Western States we receive a good 
many requests for aaa to construct or repair facilities that will 
provide farmstead or irrigation water. 

To help provide this essential water supply the Farmers Home Ad 
Ministration is authorized to make loans to construct or repair wells, 
ponds, ditches, windmills, dams, and similar facilities. Loans are also 
made to wate companies or associations that build or rehabilitate 
major nstallations serving community needs. 

Phe demand for loans to construct and improve water facilities has 
been unusually heavy. The need for this type of credit is particularly 
acute on the new reclamation projects. 

(4) Farmhousing. There is also great demand for loans to finance 
the construction and improvement of farmhouses and service build 


sa very substantial 


ings. The 1950 census showed that there are about a million farm 
dwellings in need of replacement or major repairs. Ina recent report 
by the Bureau of Agricultural Economics on the structural level or 
condition of farmhouses, more than one-third of all the houses were 
rated “low.” 

The farmhousing program, est: ablished b \ the Housing Act of 1949, 
provides loans that help meet the need for this particular kind ot 
credit. The greatest demand that we have received so far is for eredit 
to finance new homes and repair existing dwellings. Three out of 
every four dollars that has been borrowed has been used for houses. 

These new homes have been built at an average ¢ ash cost ot 86.500. 


Cash costs were kept down largely because borrowers made extensive 
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use of salvage and locally produced materials and did a good part of 
the construction work themselves. These homes are modest in design 
but adequate for the requirements of modern living. Almost all 
them have electricity, running hot and cold water, and baths. 

(») Production disasters. Farmers have also requested credit to 
meet emergency situations. Floods, droughts, windstorms, unsea 
sonal freezes, and similar natural disasters have forced them to incur 
expenses not included in their normal budgets. 

In 1949 the Congress established a special revolving fund for loans 
to farmers hard hit by producti on disasters. In the last 4 years 
farmers in 46 States have requested and received assistance, 

Loans are made to pay whatever expenses the farmer has to incur 
to maintain production. No provision Is made for refinancing and 
there are no payments for losses suffered from the disaster. 

Many of the farmers we serve in this program are in a different 
group than those we usually assist. Floods and droughts impose 
extra financial burdens on all types of farmers. Most disaster loans, 
however, have heen made to operators of family type farms. 

This completes the review of the principal demands we are recely ing 
for our service 

In recent years because of the rise in the cost of farming, the size 
of most of the types of loans made by the Farmers’ Home Adminis 
tration has steadily inereased. Sound credit principles require that 
we make loans large couale to enable borrowers to develop a volume 
of business and an efliciency of production that will compare with the 
operations of successful family type farms in their community. Pub- 
he Law 123, 82d Congress, has helped us meet the need for larger 
loans. 

For ex: mp le, the average initial audjustine nt — for equipment, 
livestock, fertilizer, and similar needs—has risen from $1,700 in 1951 
to about $3,000 in fiscal 1955. 

As a result, we are not able to assist as large a proportion of appli 
cants with the same amount of funds as before. However, the highly 
satisfactory results being attained by borrowers who receive loans 
for enough capital to make efficient use of their available land and 
labor resources indicate the soundness of this method of financing. 

In the case of the applicants for farm development loans we would 
be ab le to he ‘Ip many more if there were vreater partic ipation from 
private lenders in the farm ownership insured mortgage program. 
Development loans fall naturally into the insured mortgage program, 
for here an equity of at least 10 percent is required. Applicants for 
development loans, since they already own their farms, usually have 
at least 10-percent equity. Unfortunately the insured mortgages. 
yielding a 3-percent return to the lender, do not appear attractive to 
most investors in today’s market. 

The one main reason that we can successfully make loans to farmers 
when other lenders cannot is that we are also able to provide technical 
assistance in farm management. This guidance helps borrowers take 
advantage of the best information developed by other agencies of the 
Department, colleges of agriculture, the extension service, and experi- 
ment stations. Young farmers especially rely upon supervisors for 
help in working out balanced systems of agriculture. 

before an adjustment, development or water facility loan is ap- 
proved, the applicant—with the help of the county supervisor—works 





ti Tarnm-a | 





and {1\ stock he wants to 


indle, and t y he expects to ust s loan funds and farm income. 
I} yn f ne s hb | eeds indicated in this plan. 

1) a rn) é | ( e upervisor continues to 
\ { I pin y and rarn inavgemel Inatte He 
olve | fentiol »IMprovine \ per acre ind per animal, 
and conse! soil. He ts borrowers on their farms and dis 

‘ } lem th the ble lso encourages families to take 
te i< ol f ottered y ornel ( ( iturnl encies 11 th 
ommu V 

Phere ple evidence that farmers who obt ipervised credit 
use it to good advantave Ios ir We nnalyze borrowers’ progress. * 
We adjust Hy Ole floures n line with changes that ave oc- 
curred in prices during the year covered by the survey. 

Farm-ownersh p borro vers who received their loans in 1941 and 
vhose accounts were still active in 1951 had increased their eross 
far) come from $2.800 to $5,100 and their net worth from $1,300 
LO WOU Value of produ tion rose from $24 to S359 per acre, 

Phe 000 borrowers who paid off their production adjustment 
loans 1952 made similar gan Gross farm income of these bor 
rowel nereased from 82.500 for the vear before they received their 


loans, to 83.900 In the vear whe 


rth erenased from 83.500 to 


net \V ¢ 
over an average period of 5.6 year 

Alor rw th va ns in income and 
The total 54 
Home Administrat 
million. The total 
$2,300 million. 
If p 
Cel) 


will rece 


record youl 


mel 


ul d 


On 


qaue, 


ein prince] 


for every dollar it has disbursed in loans. 


(Additional statement submitted by 

l \ \ aut Tia ( vl tan 5 

n ¢ y 1952 for vdjustme I | 

d fertilizer for 5 nd ad 1 H 
i liversified progratr ! iplicant 
percent of which needed basic deve ent 

| u l ers’ Home A 
i wil 1 ‘ li l 
‘ I s fi ff-farm w cindasma i 
mothe cotton ¢ ) 

Tlie boys lg th d 
we et Liv cpense 

» Al \ I edad a 

da 1 j 

ends | ed | er d t 
mn WHS WI 7) t ( | 

\s ould n fund p 

\ dk t r)\Y l 
re l efi v er ¢ ad ") ! 
is ‘ sin s ler Liptne 
il 1 } 

\ t the farm | t ! | 

1L1Al d on a farm in I l aran 
the Sat nt Ihe se was drawn 
) re prop ind est: 

I \ x¢ i l \ imp 


1 the loat S 


si HOO) 


net worth woes a remal kable repay 
oaned and insured by the Farmers 
ill of its predecessor agencies 1s 82.800 


amount of principal and 


pal and interest repayments more th 


om a loca ners int ne 


up on he basis 


Their average 


ny 
his progress was made 


were paid, 


} 


, 


collected is 


interest 


Most of the amount outstanding has not vet fallen 
ist experience 1s any cr terion, the United states Treasury 


an LOO cents 


Mr. Lasseter follows >) 


t d eight children applied 

1 equipment, and seed 

hte to change from cotton to 

d 70 acres of land, about 50 

n hats ‘re exhausted, the 

i n yi lon With 
} 


financed 


other far 


picket tton on mms to 
n op ing expenses, fenc- ? 

CK progra \ local 

he rate of S percent This 

i to fl nce rop production 

he ad to sell several head of 

oO buy equipment and livestock 

, under le é nable to obtain 

nf fhe equipment is much too 

ilf tS potential income 
ed with his employer to operate 


the tenant 


The 


that 


blish foundation livestock, 





AGRICULTURAL CREDI1 29 


When the hired man was unable to obtain a loan the lease was voided 

>. An Iowa tenant farmer last year applied for a loan that would enable him 
to switch from crop farming to livestock When he was unable to obtain the 

an he continued to raise cash crops Since the land is not suited for this 
kind of farming he received low yields and further depleted the soil 


Since last spring his net worth has dropped $1,825—from $4,950 to $3,625. 


6. A South Dakota farm tenant is operating 280 acres At the time he applied 
for a loan he had 18 head of eattle, 10 hogs, 290 hens, and a complete line of 
farm machinery Lack of feed and lack of operating capital has made it neces 
sary for this applicant to market his livestock in poor condition {t has also 
been impossible for him to carry out the recommended soil practices The 
efliciency of his farming operations has been seriously affected 


Mr. ANpRESEN. Thank you Mr. Lasseter. Mr. Hope wanted me 
to ask you a fe W questions. You have answered one of them partly 
but I think we ought to get it in at this point in the testimony. 

He states that he wants to know: What about ap plicat itions which 
cannot be handled by the Karmers’ Home Administration ? What 
becomes of the people who are turned down ¢ 

Mr. Lasseter. Mr. Chairman, we of course do not know the exact 
answer. We have made in counties in different sections of the coun 
try a check or a spot survey. I have one here—from the standpoint 
of numbers I realize now that this may not be really indicative but 
it may show what happened. 


1 will be glad to place this in the record. I will go over it very 
quickly, again emphasizing that it is very few 
We studied 141 case histories and this is the result over the coun- 


try ; some of the cases are re ported | in more than one categor y 
(1) Curtailed operations, including sales of chattels, 4 
2) Borrowed under unfavorable terms, 49; em for not a 
ae iently long period and maybe at too high an interest rate. 
(3) Part-time or subsistence farming, 19. 

(4) We know that 22 left the farm altogether because we would not 
lend the money. 

Those who became day laborers on farms, 20. 

That runs throughout the country fairly uniformly—FEast, South, 
Midwest, and the Far West. Also we have six examples here, if you 
want me to go over those quickly, of what happened to families who 
were unable to obtain adequate loans. 

There were various results. I can put that in the record if you want 
to do it. It is very much indicative of what I just read. "The two 
statements are as follows: . 

\ few years ago we asked our State directors to give us examples of what 
appened to farmers who turned to us for assistance but were rejected bes 


of inadequate funds 





In the examples they gave, more than h of the app I wert 
ilided had to curtail their farm operatior | inv wel ed to se I 
their farm equipment or productive livestock in order to meet operating 
penses and payments due on outstanding debts More than a third of these 
ers borrowed on unfavorable terms, usually in amounts much smaller t 
needed and with interest rates and matut dates such that for the 1 
purt, they would need refinancing before the deb were fully quidated 
\ recent check in four States showed that abon he me conditions | 
las Phose who continue to farm frequently re worse off at the e ( he 
than they were at the start Farmers it weak fi ! il position fe ’ 
} llow e1 m to » uncheckes i \ lildings to 
np 
~ thie b to bo wa part i wil need ! 
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is too small or the terms are such that they are unable to make needed improve- 
ments in their way of farming. Sometimes to pay operating expenses they sell 
essential livestock and equipment. Sometimes to pay living expenses they get 
part-time jobs in local industry. 

Here are six examples of what happens to these families who are unable to 
obtain adequate loans: 

1. An Alabama farmer who has a family of a wife and eight children applied 
in early 1952 for an adjustment loan to buy a tractor and equipment, and seed and 
fertilizer for basic land development. He wanted to change from cotton to a 
more diversified program. This applicant owned 70 acres of land, about 50 per 
ent of which needed basic development 

Because the Farmers’ Home Administration’s loan funds were exhausted, the 
farmer was unable to muke the needed adjustment in his operations. With 
earnings from off-farm work and a small loan from a local merchant he financed 
another cotton crop. 

The boys and girls in the family chopped and picked cotton on other farms to 
secure family living expenses 

2. Another Alabama farmer needed a loan for farm operating expenses, fencing 
and land development in order to develop a livestock program. A local lender 
advanced him $450 after deducting interest at the rate of 8 percent. This loan 
was only about 50 percent of what he needed just to finance crop production. As 
he could not obtain funds to develop pasture he had to sell several head of cattle 

An Oklahoma farmer applied for a loan to buy equipment and livestock 
needed to efficiently operate a good 320-acre farm under lease. Unable to obtain 
a loan he has been using his father’s equipment. The equipment is much too 
small and inadequate for both units 

As a result the farm has been yielding about half its potential income 

4. A hired man on a farm in Iowa had arranged with his employer to operate 
the farm asatenant. The lease was drawn up on the basis that the tenant could 
secure a loan to properly operate and establish foundation livestock. The farm 
was in excellent condition and well improved. 

When the hired man was unable to obtain a loan the lease was voided. 

5. An Iowa tenant farmer last vear applied for a loan that would enable him 
to switch from crop farming to livestock. When he was unable to obtain the 
loan he continued to raise cash crops. Since the land is not suited for this kind 
of farming he received low yields and further depleted the soil 

Since last spring his net worth has dropped $1,525—from $4,950 to $3,625. 

6. A South Dakota farm tenant is operating 280 acres. At the time he applied 
for a loan he had 18 head of cattle, 10 hogs, 290 hens, and a complete line of 
farm machinery Lack of feed and lack of operating capital has made it neces 
sary for this applicant to market his livestock in poor condition. It has also been 
impossible for him to carry out the recommended soil practices. The efficiency 
of his farming operation has been seriously affected. 


Major adjustments made by 141 eligible applicants unable to secure operating 
loans due to insufficient funds as indicated by case histories from Farmers’ 
Home Administration State directors 


Number of applicants reporting each 
idiustment ! 


Adjustments by applicants not receiving loan 


Unitec . d- , 
_ 1) Fast South | Mid West 
States west 
1. Curtailed operations, including sale of chatte!} 76 7 23 33 13 
2. Borrowed under unfavorable terms 49 21 18 7 
3. Part-time or subsistence farming 19 3 9 4 3 
4. Left farm for nonfarm work 22 l 8 6 7 
5. Day laborers on farms. -.-. 20 ; 8 6 
Total sainple case histories 141 12 53 46 a1} 
number reported in each category exceeds the total sample, because some were reported in more 
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Mr. AnpkesEN. If you will. The chairman also would like to 
know—I have four questions here: What has been the trend in the 
percentage of loan funds used for farm improvement and enlargement 
loans ? 

Mr. Lassrrer. I assume that he means, Mr. Andresen, on our real 
estate loans, the farm ownership and developm« nt loans. Over half 
of those now, instead of being for the purchase of new farms outright, 
are for the development of farms already owned that are uneconomic. 

Mr. ANpDRESEN. What percentage of the loans have been used for 
that purpose, enlarging the farms ¢ 

Mr. Lassrrer. In the vicinity of a little over half have been for 
enlargement and development. We can give you the exact figure. It 
increased from 92 percent in 1947 to 39.7 percent in 1951, 

It is a little lower than I thought it was. 

Mr. ANDRESEN. On an acreage basis / 

Mr. Lasserer. Probably in number it is a little over half but the 
amount is about 40 percent for the development of the land and for 
enlargement that would enable a borrower to achieve a better economic 
base. 

For instance, if an applicant is in commercial milk production we 
might lend him money to get into grade A milk production. 

Mr. Anpresen. You are Jumping the whole picture and you say 
that 40 percent of the money that you have loaned has been for farm 
improvement ! 

Mr. Lasserer. Farm-ownership funds, yes. ‘That does not apply to 
the production loans. 

Mr. ANDRESEN. That takes in the building of a new farm home? 

Mr. Lasserer. It could, but of course we also lend money through 
the farm-housing program for the building of farmhouses. 

Mr. Anpresen. It takes in the water resource development and 
fencing and—— 

Mr. Lasserer. It would take in fencing but not the water facilities; 
ho, sir. 

Mr. AnpresEN. That comes under a separate program ¢ 

Mr. Lassrrer. That comes under a separate program altogether; 
yes, sir. 

Mr. ANbrRESEN. Another question: What parts of the program 
would suffer if a still larger percentage of the total loan funds were 
used for this purpose—that is, farm improvement and enlargement 
loans ¢ 

Mr. Lasserer. That money would come from what we used to call 
the tenant-purchase program. It would come from that fund, and 
that fund would suffer most. We have found that it is a better propo 
sition in many cases, instead of buving a farm outright, to help those 
who already have a farm make their farms economic units. 

There is a trend definitely in that direction which must be accom- 
plished at the expense of outright purchase. Was that the question ? 

Mr. ANDRESEN. That answers it in part, but he wants to know what 
other parts of the program would suffer if you would use more funds 
for farm improvement and enlargement / 

Mr. Lasserer. I do not think any of the others would suffer except 
that the money that is used for farm-purchase loans would be needed 
for improvement loans. ‘There would be less for farm purchase. 
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Mr. Anpresen. Then question 3: Do the present veterans-preference 
regulations leave adequate loan funds to meet the urgent nonveteran 
requests for loans? 

Mr. Lasseter. No. sir. 

Mr. ANnpresen. What percentage of your loans now goes to 
veterans é 

Mr. Lasserer. Of the farm ownership loan funds, 95 percent goes 
to veterans. The reason that it is not hieher is that $5 million of 
that fund was exempted for use in the far western States to help 
settlers who are already there to get themselves on an economic basis 
on a reclamation project. 

\W th the exception of that. there would be probably 98 or 99 
percent. 

Mr. Anpresen. Am I correct, then, in understanding that 95 per- 
ent of the dealings of vour agency is with veterans / 

Mr. Lasserer. In the real-estate and the farm-ownership field, yes, 

r. For production loans, the amount is about 50 percent. 

Mr. Anpresen. What is your estimate of the number of full-time 
farm families on inadequate farms who if granted credit together 
with technical assistance would successfully carry through farm im- 
provement or enlargement plans which would result in their obtaining 
satisfactory farm-family incomes / 

Mr. Lasseter. I do not know exactly. I suppose the best fivures 
we could place there, Mr. Chairman, would be the number of appli- 
cations that we have that we consider bona fide, to eligible farmers. 

Would that be satisfactory ¢ 

Mr. Anpreson. I think the chairman wants to go further than that. 
[fave you made any loans or are you making loans barely on sub- 
sistence farming? 

Mr. 1.ASSI rER. Have we done VW hat 6 

Mr. Anpresen. Are you confining your activities to making sub- 
sistence loans to a larger extent—that is, so a farmer will be able to 

his own family—or are you trying to set up 
nits that will produce an income for the family in addition to his 


subsistence ? 


( 


e 
pro iice el ough to feed 


Mr. Lasserer. We do not go in for subsistence farming at all, as 
such. They must produce their subsistence and an income that would 
enable them to pay us, of course, and get on their feet financially. 

Mir. ANDRESEN. Can you return again tomorrow morning ? 

Mir. Lasserer. Yes, sir. 

Mr. Anpresen. The time is getting very short here, and no doubt 
other members of the committee would like to ask you some questions. 

If you can come back tomorrow morning and the other witnesses 
as well, we would appreciate it. 

The committee will stand adjourned until 10 o'clock tomorrow 
morning. 

(Whereupon, at 11:55 a. m., the committee adjourned, to reconvene 
at 10 a.m., Wednesday, April 92, 1953.) 
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WEDNESDAY, APRIL 22, 1953 


House or RevrReEsSENTATI : 
COMMITTEE ON AGRICULTURE, 
Washington, D. C 


I coliniittee iet,..7 ant to adjpourhnment, at 10:08 a. Mm., 1 
room 1310, House Office Building, Representative Clifford Hope 
(cl Liha pre re uy 

Present: Representat Hoy \ndrese) Mel e. W ! 
Grant. Abernet| md Jon 

| ie CULAIR \ The COM UNIT ee will « ypbve to order. The mel ibers, 
of cours | \ elt bye ily i that thre H ( Hie gy al ove] c 
and i hits be that we will be Interrupted with a quorum call \ L 


session, but ] 


} 


. 1 1 . ' 
think we will go ahead and see how far we can get because 
W ¢ mVve Vithes 


) 
them to stav ove unless itis a solutely necessary and thev are Ww le 
to do so 


We will proceed as rap llyia e cal. 

The il t withess 1s Mr. Floyd Ie Lull. p sident of the Smith Cour tv 
State Bank. Mir. Andresen has t asked me if we co ld cal Mr. 
Lasseter f completion of lis t timony att time, I have told the 
witnesses we would go ahead with them as soon as we could. We will 
have Mr. Lasseter come bacl it a later date. We Wi prey \ 


discussed that. 

Is Mr. Lull pre 

(No respotlise ) 

The CHAIRMAN, I Mi Le swell Si vens, resident ot the M s 
sippi Farm Bureau Federation, present ? 

Mr. STEvENs. Yes, sir. 

The CHAIRMAN. | do not KNOW how fal we Cah Go, but we would 
be happy to | ave you start at this t me,if you wish. 

Mr. Srevens. I would be happy to. We will be town tomorrow 
also and I could YO OW, LOMOTTOW Morning. 

‘I he CHAIRMAN. We do waht to ask you some questions. If you 
ean be here tomorrow, we will be glad to hear you tomorrow, if vou 
can come at 10 o'clock. 

What would the members of the committee say to meeting at 9: 30 
tomorrow? Is there any objection to that ¢ Let’s try to meet at 9:30 
tomorrow, Could vou be here at 9: 30, Mr. Stevens?_ 

Mr. Stevens. Yes, sir. 

The Cuairman. Mr. Lull is not here. We will try to get in touch 
with him to see if he can stay over. We will meet at 9:30 tomorrow 
With that understanding, the committee will adjourn at this time and 
meet tomorrow morning at 9:50, 

(  Whereup n.at 10:08 p.m... the committee adjourned, to reconvene 


I 


at 9:50 a.m. Thursday, April 23, 1955.) 
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THURSDAY, APRIL 23, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

Che committee met at 9:30 a. m. in the committee room of the 
House Committee on Agriculture, Hon. Clifford R. Hope (the chair- 
man) presiding. 

The CHairMan. The committee will come to order. 

The committee has been advised that the House meets again at 11 
o'clock today, which, of course, interferes with our hearing, but we 
will go ahead and unless there is a quorum call we will proceed to go 
straight through until 12 o’clock. 

Let the Chair ask if Mr. Godley, from Arkansas, is present at this 
time, as well as Mr. Ausman, Mr. Wicker, and Mr. Baur. 

We will take up where we left off yesterday, or where we did not get 
started yesterday. The first witness will be Mr. Floyd E. Lull, presi- 
dent of the Smith County Bank, Smith County, Kans.; after which 
we will hear from Mr. Stevens, who was to be heard yesterday; and 
at that time the Chair will cheek with the witnesses who have been 
scheduled for today and try to arrive at a method of operating for the 
convenience of the witnesses as far as possible. 

Mr. Lull, we would be glad to hear from you at this time. 


STATEMENT OF FLOYD E. LULL, PRESIDENT, SMITH COUNTY STATE 
BANK, REPRESENTING THE KANSAS BANKERS ASSOCIATION 


Mr. Luni. Chairman Hope and other members of the House Com- 
mittee on Agriculture, I am here today at your request. I have not 
come for any financial aid for my good State of Kansas. 

Our farmers in Kansas, as you probably know, have enjoyed about 
10 years now of rather prosperous times. We have had good crops, 
and, of course, good prices. I know of no particular reason why the 
majority of our farmers, with these conditions, should not be in rather 
prosperous circumstances. 

I do know, however, that there are always those who do not get 
along as well as others, and I presume there may be isolated cases in 
which we have some farmers who may be in financial difficulty ; though 
not in financial distress, however, 

The hardy pioneer spirit of our forefathers in Kansas still, I am 
glad to say, is inculeated in the lives of our present farmers. We in 
Kansas can be down, and we can rise very rapidly. 

I am very glad to say that our farmers are made up of that kind 
of material. 
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elit say first that ] happen to have been a member of the agri 





‘al committee of our State bankers association. I was so until 
1 was elected president of that organization. Then I continued to be 
tive in agricultural work with them. And I happen to be on the 
banking board of our State of Kansas I also happen to operate a 
farming program in our locality. This, I think, gives me some know] 
edge o1 Ler ture : 
Ian ive f t if we confine our discussions md remarks te agricul 
( | Ka is | ma ver your questio! fairly well 
eC {AN 1) ive a prepared itel u¢ 
\ I L. I do not, Mr. Hope. 1 et y I t) t you could 
I my time by a Ing me quest lh you would like to as 
ning the credit Kat 


I | ( ( ( a tO} ford ( 
[ not that yous bout the bank credit of farmers. Of 
i ) ‘ f cred aor the ount ¢ Ic ~ i OV ile lly a I in | 
( et nd the last { Mol due poy mbly to the lower 
' ec of eat You kne t ! rstranve th whi ae} S101 
c i t mean a bye min the na i] sense, but 
| en ' 11 } ( that farme ie i desir oO 
da I have | ura etalk ti it perhay { Da eC] SkIng 
e | ( oO i ft r cattle or te liquidate, Dut tha not true 
You ca ot keep the Tarme fro) elling them when those nitions 
( j t} V nl \ Sto of out na lia late I erefore 
( le ive be read a derably., and are not o t is they 
rt LO 
You ed about tuation the drought area. We have some 
droug! eas Kansas, thoug! ot serious. I presume Mr. Hope’s 
territory probably ibout a eri is any other 
a, Pie tena ya ; : 
1 would say it thie estern haif of Kansas has hac ome drought 
Their wheat was put in under unfavorable conditions, and remains in 
ondition at the present time for a good deal of that territory 
llowever, the easter) part is good and we are hot particularly Con 
erned about the drought. ‘Those farmers will get along very nicely, 
lan re, with the help of the banks ind the othe agencies Which are 
prepared to give them assistance. 
~ Now, the current method of hand] ng machinery purchases is an- 
other question yo have submitted. I might ay to you that the sales 
of machinery in Kansas have dropped ver) drastically. I presume if 
Oo ere to try to sell machinery in Kansas to the farmers at the 
present tinie it would not make much Of a difference how much eredit 
e | id You could not sel] if 
| could o ve you one ilustratios | might do this to show vou the 
tiation as it exists there. At a farm sale recently, where our bank 


worked the sale, there was a 1950 Massey-Harris combine, the small 


clipper tvpe, With a 4 foot cut, with a motor on it. which sold origi- 


nally for 82.100. It had cut 400 acres. It sold at the sale for S385. 
Phat just gives vou an idea of the lack of interest in machinery at the 
present time. That same thing is true somewhat of new machinery. 

ou Can ch ive by the dealer's place of business and see several com 
bines and all types of machinery there unsold. 
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()f course, they are not going to have very favorable conditions this 
year to move those combines, on account of a low wheat yield. That is 
true oft our wheat this vear in Kansas. | believe the estimate given 
the other day was about 150 million bushels. Last vear we raised 308 
niullion bushels, to give you some idea of the crop as compared to last 
year. Llowever, last vear was a very, very large yield. This year it 
Is not going to be too wood. 

The Cuarrman. Mr. Lull, let me ask you about farm machinery 
financing. How is most of that machinery purchased and financed ¢ 
Is a wood deal of it financed through the commercial financing com 
panies, or 1s more of it through the banks? 

Mr. Lunn. Practically all of it, [ would say, in our community is 
through the banks. Through the dealers, perhaps, and then through 
the banks. ‘ 

The CHatrmMan. Yes. 

Mr. Lute. Much of it is directly to the bank. In a great many 
cases the dealers take their paper and then bring it into the bank. 
Some of them sell it to us on a basis of without recourse. In those 
cases we usually set up a reserve for that dealer, and that reserve 
builds up to take care of any losses. In other cases the dealer brings 
it to us and assigns it to us with recourse. 

I would say that the financing of machinery at the present time is 
very adequately taken care of by the method used, and very satis- 
factorily. 

The Cuatirman. There is not any particular difficulty at present, as 
vou see it, then, which would prevent farmers from taking care of 
their needs, so far as the purchase of farm machinery is concerned; 
is that correct ¢ 

Mr. Luu. I think it is very adequately taken care of new. 

The Crairman. You think in the local communities adequate finan 
Clal facilities exist for financing purchases ¢ 

Mr. Luni. Yes. Of course, you understand that the purchase of 
machinery is so greatly curtailed that we have taken scarcely any paper 
In the past 5 or Q months from our dealers. That is, it is not to 
be compared with what it Was a year ago, 

The Crairnman. Yes. 

Mr. Luta. It is much smaller; very much smaller. 

The CHamrmMan, Well, that is partly because of the drought and 
the poor crop conditions ? 

Mr. Lucy. That is right; and the poor prospects for the wheat 
crop for 1953. 

The Cuatrman. Yes. To what extent is it due to the fact that 
during recent years farmers have made large purchases of tarm 
machinery ¢ 

Mr. Lutz. That is right. 

The Cuatrman. It is due quite largely to that, then? They have 
pretty well supplied their needs; is that correct ? 

Mr. Luni. I beg your pardon. 

The Cuaimrman. They have pretty well supplied their present needs 
with heavy purchases during recent years 4 

Mr. Luuu. Yes, very well. 

Che CHarrmMan. Yes. 

Mr. Lunn. I might state to you: You probably wonder why, with 
the good crops we have had in Kansas in the past 10 years, there 
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should be any need at all for anybody being financed. Why should 
not every farmer vee a big reserve on hand in cash or bo nds? You 
would be sur prised to know that there are some farmers who do not 
have any reserve whatsoever: but a great deal of the profit they 
have made has gone into machinery. Possibly too much of it has. 
I think some farmers have more machinery than t they can profitably 
use. And the depreciation of machinery is very great. 

Now, another item for which they have spent considerable of their 
profits results from rural electrification. Only about 18 months ago 
did our farmers have rural electrification. 

I want to make it plain that I am certainly not criticizing any 
farmer for using any of his money for electrifying his house and giv- 
ing himself the modern conveniences to ep h he is entitled, and cer- 
tainly to which he is as much entitled as I am. I am all for him in 
using his money 1n that wav: but it has taken quite a little of his re- 
serve todothat. It called wut only for the wiring of his house, but for 
electrical appliances and things of that sort, and machinery. Conse- 
quently, probably 25 percent of our farmers do not have much reserve 
on hand at the present time in cash reserves. 

The Cuatreman. What about the financing of the purchase of elec- 
trical equipment? Has that been handled mainly through the dealers 
in the banks, as the purchase of farm machinery has been handled? or 
has that been handled through finance companies 4 

Mr. Luuu. I wonld Say offhand that 85 percent of it has been paid 
for in cash, which the farmers had on hand. 

The CnatrMan. Yes. 

Mr. Luu. Otherwise it is handled through the dealers and then 
brought to the banks for discount. I do not know of a single case of 
any note that has been brought to us, for either appliances or ma 
chiner) ‘ that we have not a cepted. 

Mr. Arsert. Mr. Chairman, would it be in order to ask a question 
here ¢ 

The Cnamman. Yes. Mr. Andresen has asked to have a question 
first 

Atnert. Surely. 

Mr. ANpbresen. With reference to using up mea reserves to buy 
electrical equipihie nt and other thi gs, have the ban vk deposits gone 
down, generally / 

Mr. Luty. No: they have not. 

Mr. ANnpDrRESEN. Would that indicate anything? 

Mr. Li LL. I am talking about the deposits in my own locality. I amt 
not sure about the other parts of the State. I would sav in general 
they have not gone down appreciably, at least. , 

Mr. Anpresen. Would that indicate that a considerable portion of 
the reserve which these farmers had is held in cash by them? 

Mr. Luti. Yes. However, there are probably On percent of the 
farmers who hold a cood proportion of those deposits. I mean, it is 
not divided clear down the line. The upper 25 percent would hold 
big iwger proportion. We have some quite large de posits from farmers. 
hey carry them there just from year to year, you might say. 

fr. ANDRESEN. I have just one ¢ ther question. You indie ated som= 
thing about the drought which has eae in certain places in Kan- 
sas. I have seen Kansas in the ve: s I have hee n here come through 
with big crops, when much of the ai did not sprout in the fall. 


a 
x 
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Now, you had a big snow down there in Kansas, of 8 or 9 inches. 
I read about it. Did that cover the State ? 

Mr. Luzi. You mean in the last week ? 

Mr. Anpresen. Within the last 2 weeks; yes. 

Mr. Lutz. I have not been there for a week. I do not know what 
it did the other day. I understand we had a snow there the other 
day, but I do not know to what extent. But that would not affect 
the abandoned crop. There will be a considerable amount of acre age 
abandoned, particularly down in the southwest part of the State. 

Mr. ANprEsEN. You mentioned about 10 or 12 years of good crops 
and good prices. If a farmer has not succeeded in laying aside a 
reserve during these good years and sood crops and good prices, do 
you think it is doing him a service to extend a big credit line to him 
at the present time ¢ 

Mr. Lut. I think there are very many cases, or I would say several 
Cases, in which it would be impossible to help him by extending 
further credit. There may be a few cases which would. Primarily, 
further credit is not what he needs. 

Mr. Anpresen. Well, I know as a rule the bankers, when they 
make loans, do it on a risk; they can expect to get it back again with 
interest. 

Mr. Lutu. That is right. 

The Cuarrman. Mr. Albert? 

Mr. Aupertr. Mr. Lull, I come from southeastern Oklahoma. The 
inquiries I am getting relate primarily to young cattlemen who came 
in after the war and went into business with a fair amount of money 
of their own. 

Mr. Luiu. Could you ti alk 7 Just a little louder. please? 

Mr. Auserr. I say, young cattlemen came in right after the war, 
most of them. They had a fair amount of money which they put 
into a herd, and then in order to get a suitable herd for a good opera 
tion they went either to a bank or to an individual and borrowed 
enough money to increase the herd. Now that prices of cattle have 
gone dow n, a lot of these lenders are concerned. Lenders do not want 
to extend further credit, which means that the original equity might 
be wiped out. Is that a widespread situation in our part of the 
country? It seems to be fairly widespread in my area, and that some 
further a g-term credit is neede d. 


Mr. Lui. You mean is it widespread as a fact that the equity has 
been W ial out? Is that the point ¢ 
Mr. Auserr. Yes. Are there a lot of those young men who have 


lost their equity completely and must have financing or else just go 
out of business ? 
Mr. Luin. The drastic drop in the prices of cattle has been very 


widespread, and it has wiped out a lot of equities in the cattle. There 
is no question about that. If you take the cattle which these men 
purchased, we will say it was for 26 to 30 cents a pound. A good 


many of them purchased them higher than that, before. At that 
price, to sell them for 20 cents, and to have them feed on corn, where 
you have placed a guaranty of price, you have a eB They have 
to buy it at that price. That is approximately $1.50 a bushel. It 
cannot result in anything but a loss. 

I could cite you some cases where farmers and livestock men have 
lost as much as $100 a head on their cattle in the feeding operation. 








10) AGRICULTURAL CREDIT 


Mr. Aurerr. Do vou not think Government credit should be ex- 
tended to those cases which are meritorious, where a young man has 
put all he has into his business and wants to make a go of his opera- 
tion, but he needs time to come out ? 

Mr. Lunn. I do not believe that there are any cattlemen in our 
community but what will be given every consideration possible in 
extend ¢ to them fi rther credit for the purchase ot cattle, even 
though the ir ee have been oereat ly lowered or wiped out. That 








s not to me the ereatest need o1 poss ble need for further credit, 
because vou purehase cattle and thev continue to grow. If he has 
the feed there is not much risk in them. so far as the bank is concerned. 

Now. we have made in our own bank loans for cattle which have been 
100 percent of the purchase price, and still we will not lose any monev 
nt borrower, because he had his feed and his corn and his pasture, 
and he took the loss of his feed. But still the bank will be repaid, 
because the cattle will bi that much, or very near to it. 

Mr. Ausperr. What if a “fellow s being closed in on? What can 


Mr. Luty. Being what? 

Mr. Arpert. Being closed in on. What if his creditor wants his 
money ¢ What ean he do? 

Mr. Lutu. You mean the bank ? 

Mr. Anuperr. Or an individual. A lot of these are financed by 
individuals. 

Mr. Lunn. Of course, I would say 95 percent of the cattle are 
financed in our county by banks. I do not know of a single case in 
our county or any place round there, for that matter, where they 
have asked fon the money. 

Mr. a ae vield ¢ 

Viet a na been entire) voluntary. 

Seecsaals even veld that point? 

“a Arpert. I would be as to. 

Mr. Lovrr. Mr. allie gun have any farmers who work with cattle 
alone, who are strictly ranchers or strictly feeders, who have no other 
source of income ¢ . 

Mr. Luntz. No. If there are any, it is very, very few. Practically 
all of them are diversified farmers. ‘They are h: ws both farming 


ttle 
Mr. Lovre. Your State is principally wheat? 

Mr. Luru. I bee your pardon 4 

Mr. Lovre. I say, in Kansas you deal principally in wheat? 

Mr. LL. Well, in the northern part of Kansas they have as much 
corn as Wheat. That is the territory in which I live. But, of course, 
you think of Kansas as being a wheat State because we raised one-third 
of the wheat in the Nation last vear. Most of our farmers who handle 
cattle also handle farming operations. 


Se Eel 


Mr. Lovre. In cases where farmers deal exclusively in livestock, do 
vou think that there is a need for additional credit under present 


tances ¢ 


. Luni. Oh, I do not think so, no. I do not think there is. I 
ae nk ‘th it their credit situation will be handled if they are worthy of 
eredit By that I mean if tl ley are vood operators. Il think it will be 
hand ed ve ry sa tisfactor} ly toth em an d to the banks also, in Kansas. 


( a lh) 
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Mr. Auperr. But they tell me this is not being handled satis 
factorily. What answer can I give the people who write me and say 
they cannot get it? 

Mr. Lt LL. I do not know of any cases where they are not being 
handled satisfactorily 

Mr. ALBERT. I have some cases. 

Mr. Luiu. Have you? 

Mr. Aueertr. Yes, sir. Of course, that is in Oklahoma. You are 
probably in an area which is better off than we are. We have had a 
bad drought in eastern Oklahoma. 

Mr. Luu. I would much rather lend a man money on cattle now, 
even up to 80 or 90 percent of the cost of the cattle now, than to have 
loaned it to him a year or 2 _ ago. With cattle at the prices they 
are now, it ismuch safer for the bank and for him, too. 

Mr. ANDRESEN. Will the a yield ? 

Mr. Avpert. Yes. I will \ ield the floor. 

Mr. Anpresen. Are you not referring to the Cc ases where they made 
loans with higher prices of cattle, and they need refinancing now 4 

Mr. Avsertr. That is right, because they have mortgaged their origi 
nal holdings, and let us say doubled the size of their herds. Now they 


find the entire herd is not worth any more than the original equity, 
so they are in bad shape. Some of rh say they cannot get adequate 
finaneme. | have hot talked with the bankers. 1 re not know. 

Mr. ANDRESEN. Are vou lo ner ayy refi wel 2” of t] il character, 


where a man wants to refinance his original loan, which was made 
when the prices of cattle were higher 4 

Mr. Luin. You mean a loan he had originally made with us, or with 
some other institution ¢ 

Mr. ANpDresen. Well, either with your bank or some other institu 
tion. 

Mr. Luuyu. Well, when we make a loan on cattle we usually make it 
for a period which would carry out a program. There would be very 
few cases in which he would need to be refinanced. For instance, if 
he buys calves to carry on a deferred feeding program, which would 
last a year, why, we would make that loan for a year or perhgps even 
14 months. 

[f he is going into a cow herd, we would make the loan for a sufficient 
period to give him an opportunity to sell his calf crop and liquidate it. 
Then if he did not pay it out he would at least pay a part of it with 
his calves. We might not liquidate it entirely. Then we would gladly 
renew it, of course, even though his original equity would not be 
there. 

The CHatrrMan. Let me ask vou this question: At the present time 


large numbers of cattle are being marketed, as you know, and have 


been in the past few weeks. Runs have been quite heavy. Is any part 
of that due to the fact that the bankers are calling loans or forcing 
the cattle producers or cattle feeders to sell their cattle at this time ? 

Mr. Luin. No. On the contrary I would say that the farmers are 
much more anxious to sell their cattle than the bankers are to have 
them sellthem. I know many bankers in the State have suggested and 
advised their farmers to hold their cattle bar kk and feed them longer. 
It was not good advice, according to the trend of the market Sut I 
do not know of anybody who has been asked to ship cattle to liquidate 
his loan. 
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Out in our country we have kept thinking all the time that cattle 
prices surely would react, that certainly the pendulum had gone too 
far left, an d sure ly they would react: but the \ have not. 

The Cyamman. What is your opinion now? Do you think we 
have hit the bottom, or are we going to have a further decline? 

Mr. Lut. Well, I have quit wuessing. 

The Cuamman. Mr. Poage? 

Mr. Poacr. I will offer a suggestion right there. Until it rains 
in the Southwest, I cannot see any prospect of this run of cattle 
stopping. 

To cite a personal illustration, we have been feeding since the 1st 
day of September 1951. We are still feeding, and have been except 
for a short period when we sent our cattle to Oklahoma. We dried 
out up there and had to come home, and we are still dry. 


[ read in the paper this morning where there were 300 Texas cattle 
vhich were sent to Ol lahoma for pasturage this spring, and they 
froze to death last week. That is right. That is the first time in 
history that cattle sent to summer pasture were ever — to freeze 
to death. But nobody was sending cattle out of Texas in April, if 


th *\ had any reasonable amount of OTAass, They 5 ju St did al hs ive it. 
We still do not have it. 

Until it rains you are not going to get an improvement in the cattle 
market, no matter what happens in Kansas or farther north. We 
have to have a rain. 

Mr. Loui. Of course, you are talking about range cattle and I have 
referred mostly to cattle on feed. 

Mr. Poacre. That is true. 

Mr. Lux. Because that is what we are chiefly concerned with. You 
were talking about range cattle. 

Mr. Poace. That is true. 

Mr. Luu. Yes. 

The Cuamrman. Mr. Simpson has a question. 

Mr. Srupson. Mr. Chairman, I would like to make a statement. 

The Cuarrman. He wants to make a statement. 

Mr. Stmpon. And then I will ask a question. 

Mr. Luu. I beg your pardon? 

Mr. Simpson. I would like to make a statement to you, as the wit- 
ness, and then I will ask a question. 

In Illinois, where the Corn Belt cattle feeder buys and feeds cat- 
tle, as you mentioned a while ago, at $32 to $35 a hundred, and gets 
them ready for market, let us say that “en are 1,000 to 1,200 pounds, 
and the market has gone against them. There is only one thing that 
the Corn Belt cattle feeder can do, and that is to dump those cattle 
on the market or to continue to put corn into them on a dropping 
market and take his chances. There is not any Government agency 
or bank or anybody else which can wipe out that loan on those cattle, 
if they are up to 1,200, 1,400, or 1,500 pounds and they are ready for 
marketing. He is going to take a $100 loss on them. Someone has 
to take that loss and get out and make a fresh start. Is that not 
right ¢ 

Mr. Lui. True. 

Mr. Srupson. There is not a place that I know of where a bank 
or anybody else wants to carry a Corn Belt cattle feeder above the 
period of chance. If the market is going against him, there is only 
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one thing to do, and that is to send those cattle to the market, take 
the loss and make a fresh start and buy back in. That is what they do 
if they still want to be in the cattle business; is that not true? 

Mr. Luuu. Yes. However, if he could get a rise in the market that 
would change it. 

Mr. Stmpson. That would be the only reason for the Corn Belt 
cattle feeder to continue to feed those catt le . when they were of a mar- 


ketable weight at that time. If they are up to 1,200 pounds, and he 
wants to continue to feed them, up to 1,500 pounds, he is taking a 
chance on that market coing down even further. lf it goes up, maybe 
he has broken even or made a little on that continued holding opera 
tion, 

But there is no reason why the Government or a bank or anybody 
else would come to a cattle feeder who bought cattle at $32 a hundred, 
when cattle are now $27. He Ss going to take a loss 1f he continues 
to hold those steers. He will not make anything. 


Mr. Lvuix. It isa matter of judgment, of course. The way the trend 
has gone, that is correct. 

Mr. Stmpson. There would be a difference, it seems to me, as be- 
tween the Government helping a cattleman with a herd where he is 
raising calves, to continue to hold that herd to produce those young 
calves, as against the Corn Belt cattle feeder, and here I am talking 
against my own people when I say that. There is not any percentage 
in holding the steers or hogs from the market. if the y are tat. If the 
market is hit that day, there is no use of holding them for a higher 
price, because they are just throwing good money in corn after bad. 

Mr. Luuy. There are those who predict that cattle prices will re- 
cover and that by August we will have some more favorable prices. 

Mr. Simpson. But if the market does not recover and they have 
gained 150 or 200 pounds, they have had a still further loosing opera- 
tion. 

Mr. Luv. That is correct. That is the reason that the farmers are 
shipping them in. 

Mr. Simrson. They are shipping them in because they are ready, 
and they have a loss anyway, and they want to take it and get out. 

Mr. Luty. That is right. It is not because the bank is asking them 
to do it. 

Mr. Simpson. I think that is right. The farmer in the Corn Belt, 
in my area, is not ne pushed by the banks. If it was just for the 
cattle loan he might be, but he has other assets. In other words, he is 
good for the loan, whether the cattle are making money or not. If 
conditions do not continue to exist where he cannot kee ‘p on, that 
might change it, but at the present time the Corn Belt cattle feeder, 
while he does no like it, can absorb the loss which he has taken at the 
present time on these cattle. They have never been in here asking for 
any controls or for any help. In other words, they have said they want 
to be on their own. They do not want to throw a lot of good money 
afer bad in those cattle, whether it is Government mone y for thee attle, 
the cattle feeder’s money, or the bank’s money. 

Mr. Gotpen. Will the gentleman yield ¢ 

Mr. Simpson. Yes, sir. 

Mr. Goupen. Is it not a fact that the cattle feeders’ association, or 
whatever they call themselves, have taken the position that they do not 
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Want supports, they do not want loans, but that they want to handle 
this situation independently for themselves 4 
Mr. MPIMPSON. The 14 counties J represent is a big cattle feeding 


area. Phey raise their own corn. ‘They feed it to their cattle and 
hows, They Oo Out and buy more Corn. | have O ly had four lhi- 


inces which have come to me trom those Corn Belt cattle feeders of 
compla tns. I know they do not like it. but they are taking their 
medicine just the same as the implement dealers are taking their 
medicine on the trade-ins of tractors, where they have to give $1,500 
for a tractor and sell it for $1,200. That way they have lost $300 they 
would have made on the pre fit on the new tractor. 

In other words, conditions have changed. You are in a buyer’s mar 
ket and not a seller’s market on farm machinery. You are in a 
cropping market on livestock. Yet there was not a Corn Belt cattle 
feeder in my area that did not say: 

“Tam going to bi iv a coup le of carloads of cattle. ‘They are pretty 
high. ; may lose on them, but I have been in the business 15 or 20 
years, and I am coiling to take the chance By 

Now he is getting out from under, and he has taken his loss. 

Mr. Luui. I think there is one thing which we should keep in mind 
on this. That is that for the past 5 or 6 years these same fellows have 
fed under just the opposite condition. Our cattle feeders have in the 
past 5 or 6 years made a good substantial amount on the Ir cattle, and, 
therefore, most of those tellows have a reserve whi ich t] ley Cah use 
now to go along. 

Mr. SIMPSON. The \ have enou 

Mr. Luuu. Yes. 

Mr. Simpson. I had a Jady who came into my office from out here. 
She had been running a store in Chicago, and she sold it and bought 
a farm. She was holding a good job, but still owned the farm. She 
said she had sold the cattle and lost some money. I said, “What did 
you pay for those cattle?” She said, “I paid $40 a hundred.” And 
she sold them for $25. Why would she not lose money / She was 
certainly a novice in the business, or she was ill advised; is that not 
true ¢ 
Mr. Lutx. Probably so. 

Mr. Simpson. That is all 
The Cuarmman. Mr. Gathings 


/ 


rh assets to take care of this loss? 


/ 


Mr. Garutines. Mr. Lull, how often do you have a drought in your 
area of Kansas? 

Mr. Luni. I did not understand that question. 

Mr. Garnincs. How often do you have droughts? In the last few 
years have you had 2 or 3 or more 

Mr. Luux. If we could settle for the next 10 years for the rainfall 
we have had in the last 10 years we would very readily do it. In other 
words, it has been very satisfactory. Of course, in Kansas the amount 
of rainfall is never sufficient, except in unusual years; but for the 
past 10 years it has been quite satisfac at 

Mr. Garurines. What about the yield when a drought comes along? 
What has been the vield in wheat ¢ 

Mr. Luuy. I have not seen a forecast for weather conditions for 
the next few months or years, so I do not know what is coming. 

Mr. Gatruines. What about the yield per acre when you have a 
drought condition ¢ Does it ap Pp reclhi ab ly reduce your yle aT lL? 
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Mr. Luu. Oh, yes. It i ee ee half 


, a crop. 
Now, we had a drought last year, but there was suflicie: 


t subs SO} i] MOS 
ture to carry our corn on to a re good vield. 

For lhstance, a food vield In Kansas 1h col nd our section would be 
about 40 bushels. In Iowa, of course, that would sound very small 
but we farm a larger acreage. or our farmers do. It is not a vthing fol 
our farmers to have 200 or 250 acres of corn. Ido not mean all of them 
do, but there are those who cdo, in addition to the wheat ¢ rop. 

Mr. GATHINGS. What about the land n debtedness, the mortgage 
indebtedness on the land in your area / Has 
few vears ¢ 

Mr. Luii. No, it has descreased considerably 
There was a considerable decreas ; 

Mr. Garnines. That is all, Mr. Chairman. 

The CHatrMan,. Mr. Lull, one of the purposes of t] 

how well existing Hhanciat stitutions ay 
meeting these credit needs of farmers. With that thought in mind 
I want to ask you a few questions which 


it increased in the last 


] lact f . 
the last few vears. 


iS hear’ng 1s to 


determine, if we can, Just 


hope will bring out that 
information. I] should like to have your an wers to them, In that 
you should include your own experience and also what you think i 
the ceneral experience in the veneral Situation mn Kansas and the 
surrounding area. 

The first question is: What proportion of country banks in your 
area made as many loans as they could in 1952 without borrowing from 
large city banks or Reserve banks 

Mr. Luni. How large an area do you want me to cover, Congressman 
Hope? , 

The CuHairman. As far as you are familiar with, let us say. 

Mr. Luty. Outside of the fact that there may have been some loans 
made for excess: that is, some excess loans made, 1 would s that 
very, vers few oo have been turned to the corre aaa ase 
or to the Federal Reserve banks. Very few. 

The CHarrMan. Yes. 

Mr. LuLu. Some of us who make loans have more than our legal 
limit sometimes and send them down to our correspondent banks, but 
that is not because we do not have sufficient funds but because we 
cannot lend that much money to any one man. 


The CuAirnmMan, What woul | you say as to the } rospt for 1953? 
Mr. Luiz. Well, I would say that they would be just aaa in the 
same condition. Our loans in most of the banks i 1 Kansas, at least, 


have declined in the last year, and for the most onl I think our 
deposits are about the same. Therefore, we should have as much 
money, if not more, to lend than we had in 1952. 

The Cuarman. In other words, you think you will have ample 
loan funds in 1953 to take care of your requests where the applicant 
has adequate security ¢ 

Mr. Louw. Yes. and I doubt that we will have nearly the demand 
1953 that we had in 1952. 

The Cuamman. Yes. Have the banks tightened up their require 
ments in the country banks as a result of the drought and the falling 
farm prices ¢ 

Mr. Luiyu. We do not have much dairy industry in our community, 
but I have talked to bankers in other communities which do have. I 


2798 ” t 
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think possibly there is less concern about the dairy cattle than there 
1S about the heeft cattle. Of course " there isa difference there. 
Phe dairyman, if he has a loan, reduces it through payments from 
1 


} 

i« . 
his products, rather than from the sale of his dairv cows. On the beef, 
of course, vou would get it from the produce of the beef instead of 


the F 

There has been some concern among some of the dairymen, and par- 
ticularly the smaller farmers, who are milking a few cows, 8 or 10 
cows and selling the cream. There has been some concern about the 
price of milk. 

strang might seem, the price of milk has gone down. We 
thouelit { few mont aco that there probably was not an over 

pply of 1 c, but it seems t! here is Some of the da rymen are 

ipl ! 1 t pro ts of fi er bus ness at the pre sent time. 
But | ( ma distress. 

The CHatmman. Now, with respect to the requirements of the State 

Federal bank examiners, have they tightened up any during this 

! t period? 


Mi Lt LI No, I do not think they have, except that I believe the 
ittitude of the supervisory officials is going to be that the bank must 
keep itself clean ind in order, which I think it should. ] believe that 

ises where there may have been a loss or a partial loss on these 
livestock loans that the examiners probably will ask the banks to 
ch irve them off. 

Of course. vou must remember also that conditions are different now 
from what they were before, because most all of the banks are paying 
52 percent of their income back tc the Government. Therefore, a loss 
of $1.000 or $2,000 or $3,000 now is divided in two, so we do not mind 
taking a loss quite as badly as we did. In fact, some banks are quite 
glad to be asked to charge off some paper. 

The CuHairman. Now, do you have any feeling that the present State 
or Federal examining practices make it difficult for country banks 
to make loans to farmers which are fully adapted to the needs of their 
business? In other words, have you any suggestions as to possible 
changes in the regulations both on the part of the State and Federal 
banking departments, which might make it easier for you to take care 
of the needs of your customers ¢ 

Mr. Luiz. No. I think the supervisory authorities are cognizant 
of the fact that we have had these very unusual times and that they 
are going to be as lenient as possible. I would not ask them to be 
any more lenient than I anticipate they will be. I do not think we 
should ask them to be more lenient. I do not think it will be necessary 
to do that. 

The Cuamman. Are there any further questions on the part of the 
members of the committee? Mr. McIntire: and then Mr. Golden. 

Mr. McIntire. According to some information which was given to 
us in the previous testimony in this hearing, approximately 38.9 
percent of the non-real-estate debt outstanding is in the hands of 
commercial banks. Now that, of course, would refer principally to 
short-term debt. With the banks handling such a large proportionate 
share of that type of financing, if a situation developed in which farm 
income were relatively tight over a period of 2 or 3 years, is there 
flexibility enough to discount privileges and to your loan limitations 
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and your relationships with your correspondence banks to permit 
continuing to carry this short-term financing and to give the deserved 
extensions on the repayment of debt already incurred / 

Mr. Lutu. I think there is. 

Mr. McIntire. In other words, it is your opinion that the com- 
mercial banks are far more able to withstand that situation than, 
perhaps, ever been before in their history Y 

Mr. Lui. Oh, yes, very definitely. 

Mr. McIntire. And far more willing to do it than they have ever 


been before in their history ? 

Mr. Luni. Yes, I would say they are more willing to. Yes. Ac 

tually the banks are very proud of the record they have made i 
tking eare of agricultural credit. I think really it is very com- 
mendable. 

Now, | will orant that we Ve isolated ease n which bar kxs have 
failed to take care of the situation that existed in their communities, 
and, personally, I do not favor that. I do not like to see banks hold 

¢ franchises in the communities In which they exist, unless they are 

il] neto go along a id tuke some risk. It does not have to be undue, 
but there should be a willn oness to take a risk. [ think it is not as 


much, perhaps, of the getting out and visiting their customers and 
seeing whether or not they are carrying on their operations 1n the 
manner in which they should, perhaps, instead of just sitting there 
in the bank and waiting for them to come in and see them. Pr rhaps 
they should get out and see them and get out and know the conditions 
as they are, and work a little harder, perhaps, than they would 
otherwise. 

Mr. McIntire. I am sure you can appreciate, Mr. Lull, that that all 
depends on the area in which the bank is operating. In Kansas you 
may be more interested in agriculture than the commercial banks 
would be which are serving industrial communities in the East, where 
agriculture is relatively minor. The banker’s interest is primarily 
in the commercial interest which is centered around the community, 
and not in the agriculture which surrounds it. 

I think your statement would be excellent for a bank which finds 
itself in an area where agriculture is the one source of the economy, 
as contrasted with the commercial banks in the areas where there are 
industrial sources of economy and agriculture may be a bit secondary. 

Mr. Luu. That is the situation we have in Kansas; 90 percent of 
the income from banks in Kansas is derived from agriculture, so we 
have that situation in Kansas. 

Mr. Lovre. Would your answer be the same if the security or the 
collateral should shrink to about the amount of the loan ? 

Mr. Luuy. What do you ask about that? 

Mr. Lovre. What would happen if the collateral which the bank 
holds shrinks in value? Would there be a tightening up of credit? 

Mr. Luti. What type of loan are you talking about? Is that a cow 
loan ? 

Mr. Lovre. A livestock loan or agricultural loan in general. 

Mr. Luuyu. You see, there is quite a bit of difference between a cow 
oan or a cowherd loan and a feeder loan. There would be nothing 
to tighten up on that I see. Ifa man has a bunch of cows, about all 


you can do is go ahead and let him produce and pay out with his 


} 
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produ { on the calves. A cowherd joan ts considered a Very saute 
loan unless, of course, the margin gets too low. I cannot conceive of 

yone Who Is operating pro} Lhit\ aly diffici Ity in financing oi 
(*¢) c ] i i 

Mr. Lovee. In other words. the bankers would favor the farmers 1n 
Cast O1 disa tel like t il 

Mr. Luuy. Yes: certain| 

Mr. ANpresen. Mr. Golde 

Mr. Gotpen. About what is the customary rate of interest which th 
ba . Kay is charge on thie roricultural loan ¢ 

\ LL. As | Ha not ve the first prun't ot the questiot 6: 

Mr. Ge LDEN,. W lat Is Clie Ustomary rate Of Interest Wii ly the WNKS 


your State charge on agricultural loans ¢ 


Mi La LL. | Wo ld suv the prevalling rate ih Kansas is () percent. 


Now our own particular ba eet low ire practically all 6 percent, 
except Live largel loan . \"\ ( we vet up to SLU OU then it is 5 
percent, If we make small lonns to someone of S50 or S1OO or up to 
POO, we usually get d percent 

Mr. GoLoEN. What is the average time for a loan to a farmer, or 
W ere you make t loan to a dealer im farina equipment ¢ 

Nir. Lt LI I ie average le oth of a low, ot COUTSe, depends on the 
class of the loan being made. [am sure that banks all over the country 


are more and more realizing that it is not wtse to make a loan for 6 


months. That used to be rather the preva line ecustoni. If a farmer 
came in and wanted to borrow soni money, Vou would ask him how 
long tye wanted the money. Whi, he wanted if 6 months. You know 
that isa loar hie will exp tfto renew, The 6 month loans are like that. 
I ofttimes would rather they would state some specific time, rather than 
6 months, becaust | know that t ley do not have anything in mind to 
pay that loan. 

So I would say. on our loans. as to the ave rave, that of course many 


of them are for a period of tink Maybe they are fattening some hogs, 
und that will go on for 2 months. Well, we would make that loan 


probably for 2 or 3 months, because many times they hold them longer 
than they think they will, and then we would not have to renew the 
loan. 

But many loans we make for a year or 14 months, giving them time to 
complete their cattle program. We like to have every man have a 
definite program with his cattle, and we like to have them carry oui 
that program. When liquidation time comes he has it liquidated. 
But we give him plenty of time to doit. Weare all getting more and 
more toward the idea of giving him sufficient time in which to liquidate 
it, or partially liquidate it. 

Mr. Gotpen. If he makes a substantial payment, will you renew his 
paper ¢ 

Mr. Luni. Oh, ves. If it is a partial liquidation, why, of course, 
then we would gladly renew it again. After all, banks are in business 
to lend money. We like tom ike all the loans we can. When amanis 
operating well and satisfactorily, why, we like to renew, 

Mr. Goupen. That is all. 

Mr. AnprESEN. Mr. Simpson. 

Mr. Stmpson. Mr. Lull, can your bank in Kansas handle all the 
requests W hich are 1ustified for cattle loans in your area ¢ 


Mr. Loui. I think so: without question. 
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Mr. Stupeson. You do not have to refer them to Kansas City and 
other places? 

Mr. Lut. Except in the cases of excess loans. 

Mr. Simpson, You have a legal limit to which you can loan in your 
bank, and then you go to Kansas City, do you not ¢ 

Mr. Luuy. In our own particular bank we have now two loans which 
are in excess of our leva] limit, and we divided those loans and sent part 
of them down toa correspondent bank. 

Mir. Simpson. Kansas has, for all of the banks, a legal limit which 
they can loan to any individual ? 

Mr. LULL. Yes, 

Mr. Simpson. Based on their deposits ? 

Mr. Lunn. No; on our capital and surplus. That legal limit for the 
national banks is 10 percent, and for the State banks it is 15 percent, 
except that in cases of liquid assets, such as cattle would be, we can then 
lend up to 25 percent, if we have a margin, say, or 15 percent or some- 
thing of that sort. 

Mr. Simpson. In the tov ns of Lllinois where | live, about the limit 


of a bank loan to anvone is SI8.000. That is not enough to take care 
of a cattle feeder The result is that they take part of the loan, and 


the other comes through the bank or somebody in East St. Louis, St. 
Louis, or Chicago: or else the Production Credit will take the rest of it. 
Cat you folks handle all of the cattle loans in your area, without out 
side financing ? 

Mr. Luuy. Yes: we think so. 

Mr. SIMPSON, You havea pretty eood bank. 

Mr. Lunn. Of course, nobody knows just what attitude people are 
going to take now on the present prices of cattle, but I do not know of 
anv bank or any of our correspondent banks but what would be glad 
totakea reasonable loan from a good operator. 

Mr. SIMPSON, Well. if vou had S25 OOO loaned to a cattle feeder 


vou do have eattle feeders in Kansas, do vou not / 


Mr. Luu. Yes. 

Mr. STMPSON \ man w! otries to put the good st ik on the steer 

Mr. Loiu. Yes. 

Mr. Simpson. If vou had a loan of $25,000 on those steers, and they 
were ready for market, and they were only going to bring about 
SLS.000, that means the cattle feeder would only receive $18,000 in 
cash which he could pay on that $25,000 loan, and there would be a 


$7.000 shortage, would there not 4 

Mr. Luu. Yes. 

Mr. Srmpson. So long as that cattle feeder was good for the balance 
of the loan, he would pay off what he could and give you a mortgage 
on something else to take care of that short we al d start over again, 
would he not / 

Mr. Lui. Yes. 

Mr. Srrpson. Would that not be about the wav vou would do it ? 

Mr. Leip. Yes. We have not in our own bank had ai y of those 
come up, but there a1 banks who have had that very thi 7 to contend 
with. Of course. as I said a while ago, these cattlemen there have 


built up a reserve, Perhaps it is not in the cattle. Perhaps those 
men have bought another section of land or another quarter of land. 
Most all of those cattlemen, especially the larger ones, have land that is 
unencumbered. 
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Mr. Stmpson. In other words, the equity in the farm, if it is clear, 
with everything they have, means it does not make too much difference, 
although you would be apprehensive about the fact that they were 
losing something now on their cattle. 

Mr. Lut. That is right. 

Mr. Simpson. You do not like it. They do not like it. But if they 
do lose you know, under his financial statement, that he has a con- 
siderable amount in equity to take care of any loss. 

Mr. Li LL. Yes. 

Mr. Stupson. If you get down to the borderline edge of that, and 
the man is a cattle feeder, then is where you get. in trouble. 

Mr. Lunn. That is right. Then, as I said a while ago, we would 
not feel too badly if we had to charge off part of that loan for income 
Lax purposes. 

Mr. Anpresen. Well, that just reduces the amount of money which 
the Government would take in in taxes. The bankers are no differ 
ent from other taxpayers. 

[ have just one question. Do you have any objectionable com 
plaints to make as to the Production Credit Associations, the Farm 
ers’ Home Administration, the Federal land banks or any other Gov 
ernment-financed agency / 

Mr. Luiz. That is rather a personal question, but I do not mind 
answering It. 

[ am speaking generally, now. I think of the Production Credit 
Association as a Federal lending agency which our customers go to 
when they want to borrow more money than we can lend them, that 
is, more money than we think they should borrow. 

For instance, I can cite you one specific case of a customer of ours 
who had 100 head of cattle. He wanted to borrow some money to buy 
some more. He had then 100 head clear. I told him that we would 
lend him $10,000 with which to buy that many more cattle, which 
would have been at that time about 100 head more, and would have 
given him 200. He is a farmer who lives in town. His land is about 
ZV miles from town. He goes out there every day to feed them. I 
thought 200 head was enough for him. 

Well, he went to the production iwency and borrowed more money 
to buy more cattle and more feed, until he had borrowed S68.000, when 
I thought $10,000 was all he had the capacity to use. 

Some men can use $500. Others can use $1,000. Some can use more. 
Therefore, our judgment varied there. 

Of course, I do not have to tell you the answer, because the way 
conditions were he lost many dollars. In fact, he lost all the equity 
he had in the 100 head. He would have done better to have taken 
his local banker’s advice. 

Otherwise I would say that they are not too competitive. 

1 would make this criticism of the PCA, since you have asked me: 
I think that they should not get out and solicit business in our com- 
munities. That is about the only objection I would have to them. 

Now, the FHA is an entirely different type of organization. We 
work very well with the FILA. In our community the supervisor of 
the FHA never makes a loan to a client without first having asked 
the bank from which he has come or with which he is doing business 
if that bank would not like to make that loan which he has applied 
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for from the FHA. As a result, our association with the local FHA 
has been very pleasant, and I think it has been mutually beneficial to 
the farmers of that community. 

Now, there is one feature of the FHA I do not like. Perhaps I 
should ? be saying these things, but I guess you asked me, did you 
not’ I do not like the FHA going into communities and making 
drought areas or emergency areas out of them, and then le nding them 
money at 3 percent. I do not think that is good, and I do not think 
that should be practiced, because that makes the other farmers, who 
are paying 514 percent from the production agencies and 6 percent 
from your banks s,or 5 percent from your banks, a little dissatisfied. I 
am afraid it has a tendency, perhaps, to make some farmers borrow 
money at 5 percent who maybe would not need to borrow it, or who 
would perhaps try to take advantage of the low rate. I do not like 
that feature of it. 

Mr. Anpresen. As I understand it, the FHA only loans money to 
those people who are unable to get other credit ? 

Mr. Luu. Yes, that is true. And vet the FHA does some cood 
things along that line. For instance, here is a young farmer who is 
untried and has not proved his ability to operate a farm. The FHA 
can take him, with your Government money, and set him up, if 1 
their judgment he Isa likely coming boy. He ean be financed by the 
FHA, up to even .iVu percent, and possibly he w il} become a eood cus 
tomer of ours later. 

I like the supervisory part of the FHA. They have a man in super 
vision of the operation of the farmers. It is good if he is a good 


supervisor. That is the only thing that I have heard, particularly 


against the FHA, that they might sometimes have a supervisor who 
might not be competent. That would be true in the banks. We often- 
times have bankers who are not as competent as thev should be. 

But the main objection to the FHA from the | nker’ S sti indpoint 
is the fact that they discriminate on the interest. < I stated, in the 
emergency areas If ) percent. Of cou rse, they lend the Government 


money at 5 percent. New. they do not have to pay income tax, They 
do not have to pay local taxe s, county taxes, and city taxes. There 
fore thev are able to lend th eir money for 1 percent less than the 
banks. I think that it would be much more desirable if you did not 
dis riminate against us on the FHA. I think they O ioht to do that 

Then I think that thev ought to pay some of the expenses of the 
Government, as we do, If they did that perhaps they could not lend 
their money cheaper than we can. 

Mr. Anpresen. Of course, the banks would not make any loans to 
those people W ho are vetting the benefit of the FH A. 

Mr. Luu. That is right. There are very few FHA loans that the 
banks would care to handle. 

Mr. ANDRESEN. In the days when you were getting started, banks 
loaned money on character. Now I understand you have to put up 
security. 

Mr. Luty. Well, I could tell you that about half of our loans that 
ve have on cattle are just plain loans without security, but they show 
a pretty good financial statement. 

Mr. Anpresen. Yes. You make them file a financial statement. 
Otherwise they do not get the loan: is that not correct ? 
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Mr. Luni. Well, we do about the same thing for the young fellow 
now that the V did 30 or 40 years ago, on the character loans you speak 
Ol I tuink a evood many bankers are doing the same thing. 

For instance, we have the 4H Club work. We loaned $14,000 last 
vear to the 4-H Club bovs for their projects. All of that, vou might 
LV, WOl ld be characte1 loa Ss. , 

Mir. ANprESEN. That was a 
Mia [1 LL. Phat is right. 


Mr. LNDRESEN. Are there inv other questions 4 1 not, we thank 


cood investment in future customers? 


ou very much, Mr. Lull, for your contribution. 
Mr. Luni. Thank you. Il would like to ask vou, ventlemen, for 
riviiege of correcting my English on these statements I have 
made, and possibly any other corrections I might care to make. 
Mr. Anpresen. You will have that permission to go over the tran- 


Mie. Lunn. [T would also like to say to vou that I have answered 
These ¢ estlols to the best of my ibility and eerta nly TO the best of 
my honesty. If at any time vou want to know more about the condi 


oO is they exist in Kansas if I do not know I will be very happy to 
find out for yo li night be that within 2 or 3 o1 t years | nueht be 
comme back here and asking you fol help, but I hope not. 

| nk ve 
Mr. Anpresen. Thank vou very mucl Phe next witness is Boswell 


Stevens, the president of the Mississippi Farm Bureau Federation. 

Before you start, Mr. Stevens. | might advise you that your very 
efficient ai dl able member of this committee from Miss SsIppl, Mr 
\ bernethy, is sick today 


STATEMENT OF BOSWELL STEVENS, PRESIDENT, MISSISSIPPI 
FARM BUREAU FEDERATION 


Mr. Srevens. Yes, sir: I undertood that. 

Mr. ANDRESEN, He wanted to be here, but he is mn bed. | know he 
tee id yours itement witha oreat dleal of hnterest 

Mr. Srevens. I am sure he will. I havea prepared statement, sir. 
Mr. ANpresexn. All right, sir. Would you prefer to read your 


tatement 


Mir. “J ,ENS At your cohvenle ;. (Sir. Whateve Vou would like 


Mr. ANpresEN. We can put it in the record as it 1s, and you can talk 


{ } ‘ fv preter to Go that 
Vir. Srevens. W hate ver suits vou. I will be olad to read it or I 
iad to tet \ c { md read at your convenience, 
! e\ you mnt a 
Mr. ANpresen. Proceed just as vou would like. 
4 


Mr. STEVENS. Mr. ¢ nAlnianh and ventlemen of the committee, | am 
Boswell Steve . a tarmer living near Macon (Noxubee County), 
Miss. We ie producel of 1 A raw milk 


eep business. and produce normally 


k, we are in the beet- 


from loo to ZOU bales of cotton 


iama past horrower of the Fed ral lar cl bank. | have never per 
sonally been a borrower oft the production eredit: associations, but I 
hve almost constantly been a borrower of local banks. 





~~" 
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I am president of the Mississippi unit of the American Dairy Asso 
ciation and a member of the executive committee of the national 
Organization. Iam a member of the board of directors oft the Na 
tional Cotton Council, member of the executive committee of the 
Mississ ppl Keder ted Cooperat Ves, alict presic t of the Mississipp 


Farm Burea 1 Federation. 


As president of the Missis pp Farm Burea kederation, we feel 
that we represent the majority of 40.000 Tart families. When the 
request came for information concernme agricultural credits, we 
desired | five a true picture of credits to the best of our ability 
therefore, We have ninde contact with the president of thre Miss SSip 
Bankers Asse “ut ad. after muse a isst the telephone, it 
Was agreedl tliat | ould write him a letter LbLch nclose a questiom wire 
pattie Out thre vpe of information L wanted We have th 
formation from t Mis- <Ipp Bankers Asse thom ane hall la 


t “Exhibit 1.’ 


ae Wned., has VOur balk reduced its tine « 
Answer: Naturally, due to the decline in prices of crops and live 


SLO k banks necessial ly Wo ld rt luce the | eof cre {t tk the borrower 


conumensurate with the decline in prices. 
Do vou make lonet me loa S§ If so. how lo a 

Answer: It has not been th pl tice oT the majority of banks i 
Mississip} 1 to make lonetime, or long-term. loans Certammlyv, ex 
ceptions ave rhade, and DANKS GO il e some term loa s. 

3. Do you make lor Otil ie loans on crops ¢ 

Answer: No: because crops are seasonal and certainly when crop 
are harvested the credit extended | banks should be lig idated. 

ft Q)n livest oc KS 

\nswer: Phi \l SSISSIpPp Bat kers’ \ssoclatioi las actively e 
couraged through. its ag) cultural coinmittee ah interest 1 all agri 


culture and its products. Each spring for a number of years the 
Bankers’ Association has held credit clinies for the purpose of en 


hightenn a banks as well as | vestock men on the Importal e of finan 
ne not only livest eK but all agricultural product ; Phe banks rea 


ize and recognize that a sound livestock program should have some 


term financing. ‘This, of course, depends on the type of livestock 
program the borrower contemplates. AS vou so well know the leneth 
of the loan would depend upon the program of the borrowers. 

5. On farm Inprovement ¢ (7) purchase of Tarm machinery : (4) 


adequate buildings: (¢) Improvement of homes. 

Answer: Mississippi banks have cooperated in helping finance farm 
machinery and in certain cases adequate buildings and improvement 
of homes. This financing. as in all other financing that is supported 
by commodities to repay, must necessarily be confined to the ab lit, 
of the borrower to liquidate his indebtedness. 

6. Are you making longtime loans for improvement of lands, such 
as mineralizing pastures, fencing, clearing, and preparation for pas 
tures ’ 

Answer: The bankers of Mississippi have been very much inter 
ested in the livestock program in Mississippi, and necessarily lands 
have to be improved, pastures mineralized and certainly the farm 
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should be put in condition for the livestock program, and this is where 
management is so essential. It is necessary for the lending agency 
to know that the borrower has the ability and know-how and has put 
his farm in condition whereby the mineralization of his pasture pro- 
gram and fencing will ener his farm position. 

. Would you make a lonetime loan for development of livestoc k 
sere, including dairying, beef cattle, and sheep 4 

Answer: Banks have certainly cooperated in livestock loans. How- 
ever, any term loan must necessarily be predicated on the man—the 
lenoth of time he has been in the livestock business, his know-how, 
whether he has grown into or bought into the livestock business 
and necessarily how the pri es will be in the future. 

8. How do you rate a poultry loan? (a) Broiler production pro- 
gram? (5) nee production operation / 

Answer: The poultry business has come a long way In Mississippi 
in the last Atay vears and it has certainly been an aid in the balancing 
of a well-rounded program for the farmer, and under expert know- 
how and management er le hs ave been snecesstul : vet, In our opinion, 
a poultry loan can be a very vulnerable loan because of the high 
fluctuation in the egg fe poultry market. This is a loan that must 
have the most expert care and management by the producer, to be 
profitable. 

9. What is your policy in regard to borrowers that find themselves 
unable to comp letely repay their agricultural loans when due? In 
other words, 1 if a 1952 borrower failed to pay crop loan completely, 
what is vour ans toward a 1953 loan? 

(nswer: In our opinion, the policy of most Mississippi banks would 
be to carry agric ultural loans if the in: ability to re pry the loan com 
pletely was not the fault of the borrower but caused | ry conditions over 
WW hich he had no control, such as decline in prices, and if he has ih 
lan for the repayment of the balance due on the 1952 loan and assur 
ance that it would be liqui idated along nee the 1953 loan. 


) 


10. Are you in position to adequately finance all vour clients? 
Answer: In our - inion the ban king tains is In a position to 
siassatily finanee the borrower. 


11. Do vou ae any additional laws to further extend credit on 
sericultural loans? 

(nswer: In our opinion we do not need any additional laws to fur- 
ther extend credit on agricultural loans. 

12. What suggestions could you offer to improve agricultural 
credits ? 

(Answer: In our opinion agriculture is entitled to a support for 
farm prices the same as any other industry. Mr. McMullan, presi- 
dent of the Mississippi Bankers’ Association, informed me that before 

nv answers would be given in regard to members of the Mississippi 
Bankers’ Association, it would be necessary to confer with his execu- 
tive committee, and Tam assuming that the replies received were the 
opinion of the executive committee of the Mississippi Bankers’ Asso- 
elation. Exhibit 2. 

We have 10 production eredit associations in Mississippi: namely, 
Clarksdale Production Credit Association, Oxford Production Credit 
(Association, Tupelo Production ( redit Association, Greenville Pro- 
duetion Credit Association, Greenwood Production Credit Associa- 
tion, Indianola Production Credit Association, Jackson Production 
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Credit Association, Meridian Production Credit Association, Brook 
haven Production Credit Association, and Hattiesburg Production 
Credit Association. 

We wrote letters to each of these associations enclosing a ques- 
tionnaire of a slightly different type from those sent to other groups, 
and rece ‘ived rep ylies from seven of thes > associations. We have tried 
to analy Ze the replies that we have sadanuell and they are included 
this exhibit. 

The questions and answers which have been analyzed are: 

I. Have you completely liquidated your capital owned by the Gov- 
ernment? (a) If not, how much has been? (%) What amount is 
now owed ? 

Five have completely liquidated their capital owned by the Govern 
ment. Two have not, with total amount owed being $55,000. 

I]. Prices of agricultural products (crops and livestotck) have de 
clined. Has your association reduced its line of credit to its borrowers ? 

Two said “Yes.” Five said “No.” 

III. Do you make lonetime loans’? (a) How long? (+) Crops? 
c) Livestock? (d) Farm improvements/—(1) Purchase of farm 
machinery; (2) adequate buildings: (3) improvement of homes. 

All loans due within 12 months seems to be general policy, regardless 
whether it is crop, livestock, or machinery. One PCA says livestock 
loan made for 3 years. 

IV. Are you making longtime loans for improvement of lands, 
such as mineralizing pastures, fencing, clearing, and preparation of 
pastures ¢ 

Three said “Yes” with reservations. Four said “No.” Again, gen- 
eral policy seems to be only short-term loans. 

V. Would you make a longtime livestock loan for de ye nog of 
\ livestock program: dairying, beef cattle, hogs, and sheep? (a) How 
do you rate a poultry loan? (1) Broiler? (2) Egg wedeuiin 
operation ¢ 

Two production credit associations said they could make longtime 
livestock loans. Four said “No.” 

Only one production credit association agrees to finance poultry. 
Six said “No.” 

VI. What is your policy in regard to borrowers who find them- 
selves unable to completely repay their loans when due? In other 
words, if a 1952 borrower failed to repay crop loan completely, what 
s vour attitude for 1953 loan ? 

According to PCA questionnaires, all would be liberal in dealing 
with good farmers who are unable to completely repay loan due to 
circumstances beyond their control. 

VII. Are you in position to adequate ly f finance all borrowers ? 

All seven production credit associations answering this question 
seem to think thev could adequi: ite ly finance all applicants for loans. 

VIIL. Do y _ need additional capital ? 

Five said “No”—no additional capital needed. Two said “Yes.” 

& What relation do you have with local lending agencies ? (i) 
Banks? (2) Federal land banks? (3) Other credit agencies? 

All said that the relationship was good. 

X. Are you having any difficulty in having your loan approved by 
intermediate credit banks ? 


Three said “Yes.” Four said “No.” 
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XI. What suggestions would you offer to improve agricultural 
credit ¢ 


,*] 
No worthy hie Suggestions were received, 


Exhibit 3. 

Next. we were most anxious to get the thinking of the farmers 
who are normally the borrowers: so we sent to the county farm bureau 
organizations the follow no letter. together with questionnaire: 

Your State farm bureau has been asked to appear before a House Subcommittee 
on Agriculture to te fy in regard to farmers’ credit 

I apologize for the error there: it was the committee and not a 


We would appreciate it very much if you would call your county farm bureau 


} rd of direc rs i other erested farmers together and discuss the matter 

let us have your report not later ft n April 15, us we will need time to 

‘ | ( reports and pre ire a overall report to be presente:l to the Congres 
itt 


e have had rumors that farmers are not being adequately financed in some 


‘ \ I ~ t ( Cs ‘ a1is _ h 

I Wha e recent trends h production credit association, banks, or other 
e] ng agencies wv espect to livestock, crop, and pasture-improvement loans? 

1] ( lg le ite fin s to buy dairy cattle 

>) Car u get adequate finances to buy beef cattle?—(a) Improved sires; 
t ed quality 
( I Y leqnuate nial buy shee] 
j (‘a vou get adequate tinances to buy poultry ? 
If you can, to what source w d you apply first? 

III. Have ar farmers been refused credit by banks, PCA, because of their 
poor isset ] tion even though they have been borrowers and good credit 
T ‘ ars 

IV. Are the f ers able to get adequate long-time financing for purchase of 
f chine 

V. Do banks and PCA’s in your county make long-time loans for financing of 
pe anent s improving practices, such as (@) drainage, (b) establishing per 
I nent pasture adequate water supply ? 

VI. For] ong eriod can you secure a loan and by whom? 

VII. Due o ce ning crop and livestock prices, is there a general ightening 
of all cred igencies in your county? 

Ili. Make specific suggestions as to how agricultural credit could be im 
proved ij ir county 

Our analysis of the replies recived from the counties is as follows: 

I What a ecent trends in production credit associations, banks, or other 


lending agencies with respect to livestock, crop, and pasture-improvement loans? 

Seventy-five percent of the answers showed that the lending agencies, includ- 
ng banks, production credit associations, and Farmers Home Administration 
were considerably more careful in granting loans than in previous years. 

Il. (1) Can you get adequate finances to buy dairy cattle? 

Apparently there is willingness on the part of the lending agencies to finance 
the purchase of dairy cattle. 

(2) Can you get adequate finances to buy beef cattle? 

There seems to be about a 50-50 division as to whether adequate finances could 
be had to finance the purchase of beef cattle 

(a) Improved sires—the majority were of the opinion they could adequately 
finance the purchase of improved sires 
(6) Improved quality—the majority were of the opinion they could adequately 
1 improved quality of herds 

Can you get adequate finances to buy sheep? 


Ir sheep production, there seems to be the opinion that the majority 
of those in the sheep raising areas can get financed for this purpose. 
(4) Can you cet adequate finances to buy poultry ‘ Of course it 


meant to get into the poultry business. 
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About 50 percent were of the opinion that those in counties pro- 
ducing poultry could get adequate finances and perhaps 50 percent 
felt that they were not bemge aclequiate ly fin: need in the poultry field. 

(5) you can, to what souree would you app v first / 

In checking the source the \ woud ap P rly t¢ credit, the majority 
used the local banks 2 ad secon id group app lied to the prod ction credit 
associations: and a smaller group would apply to Farmers Home 
Administration. 

The general trend of thought in answering most of these questions 
some of which were not direct “ves” and “no” type questions, Was 
that longer term loans would be de sirable, it bemge somewhat agaist 
the banking principles to extend long term loans unless a borrower 
was able to furnish a o@ilt-edged financial statement. 

Lit. rave any farmers been refused credit by, banks, PCA, 
cause of t er poort r asset position even though they have been bor 
rowers Ae eood credit risks for several years ¢ 

Sixty percent answering this question said “No”; 40 percent said 
Vas.” 

IV. Are the farmers able to vel adequate long time financing fol 
purchase of farm machinery ( 

Sixty percent said “Yes”; 40 percent said “No.” It seems that some 
of the credit was being extended by machine ry dealers with excessive 
Interest rates 

V. Do banks and production credit associations in your county m ike 
long-time loans for financing of permanent soil unproving practices, 
such as (1) drainage, (2) establishing permanent pastures, (5) ade 
quate water supply. 

Approxinately 60 percent said “No”: and about 40 percent said 


VI. For how long a period can you secure a loan and by whom ¢ 

Sixty five percent s ald the V could secure short-term loans: 35 per 
cent said reasonably long- term loans. 

V Il. Due to declining crop and livestoc k pri eS, 1S there a general 
tightening of all credit agencies in your county 4 

Ninety-five percent said “Yes”; 5 percent said “No.” 

VIII. Make specific suggestions as to how agricultural credit could 
be improved In your county. 

Seventy-five percent said long-term loans were needed; about 40 
percent said cheaper rates of interest. Some indicated expanded 


ticipa tion throu oh farmer cooperatives was needed. A small pel 
centage said we needed to expand our production credit ASSOC itions. 
A still smaller percentage said the Farmers’ Home Administration 


was the answer to the small farmers. Thirty-five percent said that 
e had adequate financing. 
Many of our Farm Bureau ors ganizations only have monthly meet- 
ings and it is almost impossible to get full participation in call meet 
ings: therefore, due to the short time in which we were able to secure 


answers to the questions we have asked, their part cipation was not 


I 
as great as we would have liked to have had it; however, I feel that 
suflicient answers were received from the various sections of the State 
whe re various type of farmi gY” are carrie | on, and tt iS a rather 


zood Cross st tion of the thn king of t ie farmers in Mississ ppl. 
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If I should be called on for a brief statement to summarize the needs 
of the farmers, it would be adequate financing on long-term loans at 
a reasonable rate of interest for capital improvements. 

Gentlemen, if I may be permitted Lo, though it has no direct con 
g discussed, I would like to call you 
attention to another meeting matter that farmers in my area are be 
coming quite concerned about. That is the policy of the Federal 
Lat ra bal k ‘ f retailing one half of the mineral rights where they 
have foreclosed a farm and resold to other farmers. Also. the 
Farm rs’ Home Administration has a similaa policy. 

I want to correct that. I understand they have desisted from that, 
that they now do not retain the mineral rights; but they still have 
Possession of those mineral riehts they did retain for a period ot 
Vears In which they sold to farmers real estate and retaimed certain 
parts of the mineral rights. I understand from the gentlemen in 
charge of that program in Mississippi they no longer do that, but 


they still have mineral rights on much of the land which they did sell 


nection with the s ibiect bell 


at one time 

Mr. Poace. That matter of mineral rights has disturbed me a great 
deal. I live n Texas. The land bank in ‘Texas has followed the 
policy. of retaining mineral rights. Thev have made a great deal of 
money from that. It has been very profitable. 

Mr. Srevens. Yes. 

Mr. Poace. I think I can fairly Say that the officials of the lar 
bank in Texas recognize it as a bad policy. If pursued it ultimately 
means that speculators will own all ot the mineral rights, una that 
the farmers over the course of 2 or 3 generations will have no rights 
to the minerals under the laa al. and that we vill reach a period whi 
the farmers will get nothing from the minerals except trouble. QOnu 


land bank recoonizes that. 


But they say we 1n (Congress ought not to pass legislation because 
we canhot pass legislation which would keep the insurance companies, 


the private lenders, from reserving mineral rights. On the othe 
hand, the Legislature of Mississippi or the Legislature of Texas or 
anv other State « Mm, in my opinion, pass that kind ot legislation : 

‘I he Land Bank ot Houston has gvone before the legislature seeking 


rislation not only to prohibit that. but to prohibit everybody else 


1 
les 
from reserving pinerals for an undue leneth of time. We have 
thought that possibly you should allow a separation of the minerals 
for 20 vears, say, or something of that kind which was a reasonable 
period, in which people might determine whether there were minerals 
under the land or not. 

Have vou made any effort in Mississippi to get State legislation on 
the subject ( 

Mr. Srevens. I think there will be an effort made in the next session 
of the legislature. 

Mr. Poace. I hope there will be, because I think it is a dangerous 
policy and one that will ultimately result in terrible losses to the 
larmers. 

Of course. there is an immediate inducement held out to the farme) 
If you are a borrower from the Jand bank. vou are told: “This sale 


of mineral rights will add to vour dividends, and therefore vou 


vor of it. 
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But in the long run I think it is very important, and I am might 
giad to see you folks taking an interest in it. 

Mr. Srevens. We recognize that as being quite a serious question. 

Mr. AnprESEN. Mr. Stevens, I want to ask Mr. Lasseter, the head of 
the FHA, to say what the policy is now with reference to mineral 
rights. 

Mr. Dillard B. Lasseter (Administrator, Farmers’ Home Adminis- 
tration }e Mr. Chairman, we have been directed by law to divest our 
selves of all those mineral rights which were retained. That legisla 
tion, of course, originated in this committee; and under that law we 
are forced to sell that to the surface owner, if he applies for it. If 
there is no mineral activity in that area, I think the price is $1 per 
farm. If there is any mineral activity we negotiate it. 

We cannot sell it to anybody but the surface owner. If within 7 
years he does not apply for those rights, then, if I remember correctly, 
it goes back to the Department of the Interior. 

I am glad to tell Mr. Stevens that we do not have a policy of doing 
that, but that we have been directed by law not to hold any of those 
rights. I think this committee will remember that I supported that 
legislation very st rongly. 

Mr. Anpresen. Thank you very much. You may proceed with 
your statement, Mr. Stevens. 

Mr. Poacr. May I point out one thing, 7 Chairman’ There is 
this distinction between the situation of Mr. Lasseter of the Farmers’ 
Home Administration and the situation of the land bank. The land 
banks are competing for loans. Obviously if they cannot get loans 
they cannot stay in business and cannot serve the farmers. 

The Farmers’ Home Administration is not competing with anybody 
for loans. On the contrary, they are trying not to be in the loan 
husiness any more than they are needed in it, and only to serve those 
who need their services, rather than to go out and compete for business. 

The land banks must make loans in competition with private insur- 
ance companies, or else they cannot serve anybody, unless they are able 
to make the loans. Consequently, they are in a competitive position 
which the Farmers’ Home Administration is not in. 

That is why it seems to me Congress was right in saying to the 
Farmers’ Home Administration: “You must divest. yourself of this,” 
and at the same time it might be an unfair situation for the Congress 
to say to the land banks: “You cannot meet competition.” 

Mr. Stevens. Mr. Poage, I tried to clarify this because it was after 
this was prepared that I did find out they were no longer keeping 
them. But I do make the point that they have not divested themselves 
of those mineral rights that at one time they did keep. Possib ly they 
should make some effort on that, or this committee should see what 
could be done about disposing of the mineral rights retained in that 
period in which they did retain mineral rights on the land sold. 

Mr. Poacr. If you can get your legislature to prohibit the segrega- 
tion of minerals for more than a limited period of time that would help. 
I think there is certainly a justification for separating the minerals for 
a limited period of time. But if you can keep them from allowing the 
mineral state and the surface state to be separated for an indefinite 
period, you can solve that. 





ENS | Chink ve are qeating with two ditferent things. 





Mr. Srevens. We are talking about the Farmers’ Home Administra 

on. whi you gentlemen certainly hold quite a bit of control over. 

Mr. Poacre. Not only do we hold the control, but the Farmers’ Home 
Admn trat ! ot in comp tition with anybody. 

Nir. STEVEN | recoonize ' . 

Nin Po al Which seenis to me to place itona ditferent level from 
the land banks Phe land banks must compete and properly colpete 
t< lon We \ t them to compete We want them to be in a 
omptitive position. But wedo not want the Farmers’ Home Admin- 

onto vo out and drum up business or to create business, I should 


Mr. Srevens. I recognize that. but I still bring up the point that 


ese mineral rights they did retain during a certain number of years 

wuld be possibly given to the landowner at this time, as they are not 
now ret o the mineral rights We are penalizing the man who 
bought land a few years ago. 


Mh \ NDRESEN,. Does that complete vour statement. Mr. Stevens? 
Mr. Stevens. [think it will in just about a half minute here. 
Mr. AnprESEN. All rig 


Mr. Svevens. We believe that it isthe duty and responsibility of you 


rentiemen to vestigate these matters as it is the feeling of the farmers 
that no Federal or semi-Federal agency should take advantage of a 
tuation by retaling mineral rights when some areas of our State are 
" considered i 1ilunbie asset 


hank you for this opportunity to ippear before you in behalf of 


M SsiIppl Tarmers 


Phere is a supplemental report. Since the foregoing report was 
ce Iplied, We have rece ved return of questionnaires from 6 additional 
counties and 1 additional production credit association ; however, there 

no significant difference in Opinions. 

Mr. Awpresen. Thank you very much for your statement, Mr. 
PSspey 


Mr. Srevens. Thank you, sir. 
Mr. Anpresen. The House is now in session. The chairman of the 


committee ha suggested that we continue to hear as many witnesses 
as poss ble before we have a rolleall. With that understanding we 
will proceed. 


I wal to next call on Mr. F. J. Nutter, the commissioner of aeri- 


culture for Maine. 
STATEMENT OF F. J. NUTTER, COMMISSIONER OF 
AGRICULTURE, MAINE 


Mr. Nutrer. Co 


gressman and gentlemen of the committee, I am 


peaking here as a practical farmer. I have prepared a short state- 
ie f ehnisan ittempt LO GIVE you gentlemen the yrractical farmer’s 
viewpoint on the various credit structures which the Federal Govern- 
ment has built up for agriculture, and some other remarks about the 
eredit it generally. I 1 nk my statement reflects fan ly 

ly e | o of farmers in the northeastern part of the United 
ssi | oO \ } O | opinions 








| oul hike 1¢ mp! ! 7 1 il ot] y f 3 t ey nt ld 
He ¢ trned as a flection o rit Wh ¢ heieney f anv of 
Federal credit art eS HOW [t Hi} ol tive eV ( t 

OT ft ed T cTture Wh) hi tar l } ive lie (a W | 

k | i Des Pout 1) bh bore Vou hy l i ow Tih tatemye t. 

not take very tong 

| ( t first etomal ear that laa weakinea here ti farmel 
| ipp to Oni oner ot t! Nain t presel Dut 

marily J 1a farmer, and th t tance of other members 

! | mii | Ye ite nl ! ubstantial ad l i fruit ft ! 
Ma I ive eel losely } ected \ tiie ] il Core lit Ad 

trati Phil ne beel one Oot the Hecorre tol oT my l¢ il pro 
huictic t association and hav ) ry iS Its pr dent for 10 
years 

Adeq late capital is becoming more an esse] iltothe farmet! 
md credit is one of his most neces ury tools. The kKarm Creclit Ad 
ministration is of ereat assistance to farm ind tl ive quite a 

meal stake t. Tam pleased that you have seen fit to review 
the credit: situation. What | hiay say here in the way of crmticism 
of FCA should not be construed as at attempt to minimize its 1m 

ortance or usefulness. Like Topsy. t yust grew plece DY plece as 

the need became evident, and now we have a creat ¢ imber ome, ais 
jointed structure At least. th is how it looks from the farmer’s 
\ ewpoint, 

For example, Mr. Average Farmer needs a substantial loan to fi 
nance some heavy equipment Ol live tock Pp rehases He tal sit over 
with his county agent, who giv him the name and location of the 
Various Government credit agencies. He finally finds the local pro 
duction credit association, and they assist him to make out a com 
plicated application. Later he is informed that they cannot accept 
tiie lon because It cannot be pon ad bar k l M) months, wh 1) Is t | e 

me limit on their loans in my area. Vhen he is dire ted to the Fed 


eral land bank, where he fills out another application and pays for 

L appraisal of his farm. Since his farm already is mortgaged, he 
finally discovers that he should apply to the Farmers’ Home Admin- 
stration for the loan, and the process starts all over again. Farmers’ 
Home Administration would like to help him, but the appropriation 
is used up. and they will put him on the wait no list. l sually before 
he woes the complete roul d he hecome S dise sted and arranges ¢ redit 
with a bank or finance company. 

Manv local units of the Farm Credit Administration have tried to 
simplify this operation for the farmer. li my owh area the hatiol al 
farm loan associations and production credit associations oce Ipy the 
same offices and some of the personnel are employed by both groups. 
Thev have gone as far as they can to make it easy for the farmer. b 
still often require two boards of directors to act upon a single loan. 
Any further simplification will probably require legislation by the 
Congress. 

Present restrictions built around the various FCA groups in my 


area seem to leave atw ihieht Zone bet ween lon 


r and short time credit 
where no service is available. Production credit loans are limited to 
those which should pay out ina period not over 30 months. Farmers 
need production and ‘apital loans of 5 to 10 vears’ duration which can 
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be adequately secured without resorting to farm mortgages. Most 
heavy farm machinery is set up to depreciate in 5 to 10 years, and it is 
absurd to set up final cing for suc h loans on a 30-month basis. 
Specifically, it is my sentiment, and I believe the sentiment of most 
farmers in my area, that our whole farm credit structure should be 


streaml ed and simplified to perform a bette) service for farmer 


at less cost. The first step should be to enact legislation which would 
illo the ntermediate credit banks to purchase the stock of the 
production credit corporations. I have never been able to understand 
whi hese two agencies were created, as there 1s much unnece ssary 
duplication of effort here. IT wo ld keep the intermediate credit banks, 
peca e the ire the disco ting agencies and have ane tablished 
reputatlo n financial circles, Then I would allow the local PCA’s 
Lo «ee ence to irchase the st the intermediate credit banks, 


] 


thus gradually retiring the government capital. This step should 





hot ve too clifti uit. ‘| he HhexXt ste ~ should he to work out better coo 
dination betwee long and short-time © “lit so that one agency 1) 
1 d could service all loans for farmers. , 

I have lon oy been interested and active in farm cooperatives. They 
perform a valuable service for farmers and are lare 1\ dependent ( 
I¢ A for financing through the banks for cooperatives. \t the present 
1 t there seems to be no nducement for cooperatives to purchase stock 


bevo cl the hece ssary req lirements for loans This valuable branch 


of FCA should work out plans to retire Government capital and 
don its own feet along with the othe: units of the organization. 
Also I believe the banks for cooperatives should attempt to work out 
irangements with Production Credit Associations to service small 
cooperatives, and thus avoid costly duplication of services in the area. 


| un not as Taniliar with the Farmers’ Home \dministratiol as 


th FCA. 1 served for atime on the State advisory committee. which 
I fo qd ratnel Imipotent, About its only function was to meet once a 
vear and listen to reports of Ie deral offic als. Iw I] say here pare} 
thet ilv that my experience Ol this committee dates back several 
yeol | tf may not he a true statement at the present time. 
| believe the county committer perform more active and worth 
\ le services. I have come to the conclusion that there is a necessary 
service beme performed by FHA, but IT am not convinced that a 
separate agency is required to perform that service. Risk capital is a 
ne sary in agriculture as in other types of industry, and in oim 


present farm-credit structure, this can only ome through Government 
cuaranties or supports. Fixed interest rates and charges in FCA do 
not allow the necessary leeway for risk capital and disaster loans. 
Some adjustments in FCA, such as our former land bank com- 
missioner loans, could perform this service at far less cost to taxpayers. 

In New iy eland a smal] part ot thie total credit needs of farmers 
comes from Government credit agencies. By far the larger part comes 
from various types of dealer creqtit and from banks. These sources 
r the past few vears, but in some 


seem to have be 8 adequate din 1] q 
areas of my State, there wre indications that eredit needs may become 
quite urgent in the crop veal ahead, Dealer types of credit are 
usually very expensive. From this source comes much of the risk 
capital so-called, and the industry involved pays for it by increased 
charges for services. Banks are hot always dependable sources for 
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farm credit, because they need to keep their capital more liquid tha 
Is possible with many types of farm loans. We all remember the 
early thirties when banks would take almost no farm loans. That 

why farmers have been will he to put their moi e\ wd effort into 


build he their own credit structures, We should be sure that we I't 
buil ling ona firm foundation and that the structure ll be adequate 
for whatever} v lie nhead 

\ vood farmer on a reasonsbly oe fia ( la vs be 
sidered worthy of dependable credit, ai { ! erest of t 
cr¢ eral \ elfare ii e be kept 1) Lie pec ovel e] 
}) Sua used Ly fa Ol DEVO | ( ro | e extn ( 
Lhe l OF ile ish} sof farming pl po nee im ec 
often require special attention and unusual assistance in tl credit 
field Qn the other hand, too liberal eredit \ nyure » whole n 
dustry. Unsound and inefficient farm operator ould not be kept 
busimess at Government expense, Such L practice creates untfall 
petition for the efheient farmer and is not a wis expenditure of tax 
funds. Therefore. any assistance in the porn OF reliel redit should 
be administered wise ly and carefully by peopl ell trammed im tl 


field 

Mr. ANpresen. We thank you, Mr. Nutter. Mr. McIntire, did you 
have a question ¢ 

Mr. MeInvine. Thank vou, Mr. Chairman | ould just like to 
have the record show, for the information of my colleagues on 1 

e, that Mr. Nutter = one of om outst mia yy Tarme 

Maine. hay ine been so recognized Dy our | versity of Maine, Coll 
of Agriculture. He is a director of the Holstein Fr in Associat 
in this country, and was for many years State chairman of the PMA 
Committee. 

| should like to ask Mr. Nuttei ohne questlol Yo in titerence 


committe 


Mr. Nutter, relative to some reorganization of the framework of t 
Farm Credit Administration, interests me. Would it be yvour thought 
that it co tld vo eveh to the extent of being org@anized into a sil 
corporate structure, at least at the level ot the community { erve 
[am thinking particularly of a situation, perhaps, where you have one 
corporate structure which would be the leading agency for both long 
term and short-term credit; and perhaps that structure having a 
investment i 1 adiscount fac) ty. Do vou thi . Perhap t ould 


votothat extent / 

Mr. Nurrer. Congressman, from the farmer’s viewpoint in the 
field, it would be a very fine thing if it could. T realize there are 
serious difficulties to changing structures which are already in opera 
tion But certan ly a single agency in the field could pel form a bet 
ter service at less cost to the farmers. 

Mr. Anpresex. You would have one board of directors. 

Mr. Nurrer. Yes, sir. 

Mr. ANDRESEN. Instead of having 4 or 5 boards of directors 

Mr. Nutrer. Yes, sir. 

Mr. McIntire. I have one further question. Do you think it would 
be possible to have that single board of directors have at its clisposal 


facilities which would handle both the so called hard ( redit and the so 
called soft credit? Do you think it is possible for a board of diree 
tors to adjust its thinking to meet the needs of the man who is being 
analyzed strictly on a hard-credit basis; and then have that same 








board pick ll} mothe pilcato) 1 rea of soft credit. which 
requires, perhaps, a supervision of the farm operation and a long- 


tern I vinent prooralm 4 


Mr. Nw rer. | believe t t | he ope t the field very suc- 
Mr. Aueverr. Would vi it that point ? 

Mr. McInvine. Yes. 

M Anperr. I do not know whet { true or not. but IT have had 


information come to my office e alone tl line 

“T have been to the PCA, ( lam not a good enough risk. 
I have been to the FHA dq -*You o1 to be able to get 
this lonn at the PCA or some bank. ’ 

We run nto that one ] 

Mr. Nurrer. That is right. There are certain twilight zones in be 
tween these ag ; ent time beme ade 
quately served 
Mr. Auserr. Do you think t reorenal tio the Hope bill, the 
bill the « rma ms mtrod ( { >} t t} / 


Mr. Nurrer. I am not far ne th it te miment on it, 
Mr. Congressma 

Mr. ALBER Phank you 

Mr. Anpresen. Are there any other questio Thank you very 
much Mr. Nutter, for vour excerient statement, 

The next witness is Llovd Godley, a farmer from Osceola, Ark. Is 
he your constituent, Mr. Gathings / 

Mr CAFATHINGS. Yi 9 i. he is He well versed: W th respect to 
aevicultural credit and all phases of agriculture in the State of 


Arkansas The committee fortunate in having Mr. Go \ley appear 


Mr. ANpDRESEN. We know he is a good man, because he has a good 


' 
man to represent him in Conere 
t 


STATEMENT OF LLOYD GODLEY, FARMER, OSCEOLA, ARK. 


Mr. Gopiey. If 1 live up to my name, sir, IT will be pretty good, it 
be ne Crodlev. | might state th il niy mot! el Wi ] uned Pui foy, 
which means pure lite, al | | ive never bee ible to Ve » to elther 
one 

\ir. ANDRESEN. We would be vla 1 to have you pres youl state 


ment, I, 

Mr. Goptey. Thank you, sir. [ have very brief statement I want 
to leave with the committee. [ am not yolng to follow it in mv dis 
cussit n exactly. 

Mr. ANDRESEN. We will file your complete statement in the record. 

Mr. Gopirey. Yes, sir. 

(The information is as follows:) 


STATEM I Gi y Oscre ARI 
CREDIT FOR AGRICT URAL PRODU¢ N ] ( IN RE 
I live upon and ope te a 710-acre far n Miss mi Count Ark \pproy 
mately half of this land is rmally planted in cotton: the ance to soybeans 
ind whe 
I | Ve 


farming operation for 12 yea ind, at the sume time, 
1 ¥ 


Production Credit Ass¢ ation rior to mv moving to 





I had helped to organize and supervise production ere lit 





| 
| 
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our combined opinion that price supports coupled with acreage allotments 





S now a fixed part of our agricultural economy and cannot be done away with 
without very serious consequences We honestly believe that 90 to 95 percent 
ir farmers will vote for acreage controls on cotton, provided they are 
Lot d’-percent support prices 
Farmers do not consider that acreage allotment is a burden, but rather that 
nduces good farming through diversit on nd good cultural practices 
ize allotments are especial attractive to tenant farmers who rent their 
the basis of paying one-fourth the cotton as re! In too many instances, 
ndlord thout acreage allotment forces the farmer to plant too much of 
igve tk ton tor a ve hb: inced fat hg operation It has been Lily 
onal experience and that of most other credit men in this area that a farmer 
excess of 50 percent of 5 eave to ( ton and the balance 
beuns some other money-prod ng crop is a r superior credit risk to 
n wh pla 1 in cott 
Wi herefore uuld urge the House Committee on Agriculture to give long 
1 f onsideratior uny plar tha eht be put into effect to 
| O-perce pport prices on cotton, together 
re ea tinent We d ot beli tl keting quotas are Wise or 
e due t e fact th ‘ q ‘ \ d | ‘ nate tl incentive 
or rming practices Ino r word believe that every farmer should 
ge to which he can p t cottor it if hi d by this 
} d be al ! ro ! ( i tiie ton that he 
NK his allotted acreage i is the pla “t n 1951 and it worked 
We believe that program like t e} 5-year pt d n control production 
dome c and export de! nd, and at the same time not build up a 
el sur] 
Wi eve that the cause of sound credit institutions is so closely connected 
with price supports and acreage ; ment that the cannot be separated in 
dering either measure 





Mr. ANprEsSEN. You may proceed as you desire. 

Mr. Gopiey. | | Ve Upola d operate a T10-ac1 farm in Mississippi 
County, Ark | il ust tt] 1 of \ ere Mi Jones operates 

Missouri. It isa little north of where my Pood rriena Mr. Gathings 


ves, but I am in his district 


| have had a great deal of experience with production credit, but 
| dl cl not come here represe { og proau Clon credit. | came here 
representing the farmers of the State of Arkansas In my appearance, 
i the request oF Our Tarm orga zations and Mr. Gathings. 

In addition to my farming operation I am and have been for many 
Vears mahagel of the local productiol credit assoc lation, which covers 
that on county, the ¢ ountyv of Mississippl. 

‘ 


\t one time L worked for the ninth district of production credit, 
which is Mr. Albert’s district, the Wichita district. I organized all 
the producto} redit associatio In youl state, Mr Albert, and SOME 
ot the n Ka is and all of them in New Mexico. 

I worked for a time as a creditman for the division here in Wash- 

Again, I would say I am not here to talk for production credit, but 
to trv to ive to you gentiemen as best | Cah an analysis ot the credit 

tuation in the State of Arkansas. I contacted a number of bankers 
hefore com g up here. I had o1 ly api lief time. I also contacted by 


questionnaire all the productio credit associations in the State. My 
analysis ol the s tua 


t 


tion is based upon my own thought and what my 
friends, the bank rs and the mMahagers ot the production credit asso- 
elations over the w hole stute, had to say. 


Phe production credit associations, with their present capitalization, 


can per! ips il ale about ZU LO Ze perce lif ot il] the short term agricul- 








. 
¥ 
' 
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tural credit in our State; that is, with their present capital and dis 


count privileges with the intermediate credit banks they can. There 
are perhaps 2) percent of the farmers in the State that production 
credit cannot finance due to the fact that they s mply do not have 


enough capital or are not strong enor a to just fy a loan, wh ch must 


be a bankabl rOoalh. 


In our county production credit handles about 20 percent, or lends 
about 20 percent, of all money put into the crops that county. An 
npually about $15 million is put into the crops of that county, and we 
lend in our association a little over S83 milhor It sa very fertile 
county, and we produce from 150.000 to 300,000 bales of cotton per 
year. \nd we produce from 2 million to 4 million bushels of soybean 


and we do produce considerable wheat at the present time. 
(on my present farming operation I farm about 350 aeres in cotton, 
about 90 in wheat, and the balance in soybeans, and I do finance 


through trie production credit association. 


Qur managers of our produ tio eredit associations, ind our lo il 
bankers ire of the opinion that the Farmers’ Home Administratior 
asa place n the picture in short-term and intermediate credit. We 

ink thev have performed a good service, especially to young mi 
who do not have the capital to qualify for a loan with a production 


credit association or a bank. 

I wills iv here that our relationsh ps W th the banks are very fine. 
Our produ ‘tion organizations. farmers’ organizations, production 
credit associations, and banks work very well together, and they tend 
to supplement each other. 

| would d sugree W ith the gent l man \ ho was a bar ker, who talked 
here this morning, on whether the production credit association should 
not soheit busi ess. Ours is owned lo k. Stor k, a 1 barrel by about 
700 farmers In our cow ty. They own all the stock We pay as mu h 
income tax as any bank in the county pays in proportion to the income 
that we make. We pay as much mcome tax as an other financial insti 
tution. So we are a privately ow! ed credit institution, vel tlemen, 
which IBS ona sound foundati 1 and we believe e ought to offer our 


services to evervbody in the county who wishes to take advantage of 


them. | think that is the ceneral spirit of production credit. 
I see Mr. Poage there, who is from Texas. His State has made a 


remarkable suecess of production credit. Every association in the 
State of Lexas is now owned by the farmers md ranchers of ‘Texas. 

Mr. Gatiutnes. Do you mind an interruption ¢ What about the 
State of Arkansas? What percent of Arkansas product on credit asso 
clations are farmer owned ¢ 

Mr. (ZODLEY. | beheve now all the associations in \rkansas except 
about 3 or maybe tare owned completely by the farmers of the State 
of Arkansas. 

I do not know of any farmer who cannot find credit at the present 
time for making crops. Now, we have a situation down there where 
the finners furnish a lot of credit. and these oinners will FO out and 
rent up land around, and rent it to the farmers, and then they furnish 
the farmers. We furnish a great many of them, and the banks furnish 
a lot of them. But there is vetting to be quite a little skepticism 
among our banks there as to how much longer they are going to be able 
to continue to finance their present customers with falling prices. 





uiv. vives u ico , .uliior us who are iiterested ihbany 





Ni Vv. VOu might be Interested 1 ky owlng what we who have been 


ociated so closely with production credit think about the inter 
mediate credit banks and whet or not they have properly served 
1 rpose as a discounting agency for short-term agricultural 
aaper. As one having worked losely with them for many years I 


wo I \ [ it they have rendered a very valual e service. At times 


had to d yu paper have thought thev have made 
Sol ikes. We have thoug they were too technical at times 
We have tho oht they were turning down some good loans. We have 
t| oucne tl ey qadidl not have ele oO Col ficle ce at time Ni the manage 
Dine OF the proauction credit ( itions, after they had proved them 
selves capable and worthy of analyzing sound credit. Be that as it 
may, it was strictly a matter of pet onality 

' | 


| feel that the intermediate credit banks have rendered a very fine 
service, and that there would be no wav that the law could be changed 
W would make them much more eflicient. 

Mr. Atnerr. Would you pardon an interruption ? 

Mr. Goptey. Yes. 
Mr. Atserr. Would you suggest that the intermediate credit banks 
e eve tually pure hased by the associations / 

Mr. Goptey. That, of course, is an entirely different proposition. 
I have heard that discussed some. I doubt whether that would be 
practic il or not, just n my @pinion. I doubt if that would be a prac- 

se then the banks, 1f they were owned by the 

associations, would be in a different situation. 

I think the Intermediate (¢ ‘redit Bank is a definite check on sound 
credit the associatiens. I think if the associations owned the 

terme ite credit banks there might be a tendency to say to the 
bank: “We own you now Discount our paper regardless of the 
qual ty of it ” Tha 

Mr. Anrerr. There would not be any one association in control. 

Mr. Goptry. No: it would be all of the associations in the district. 

Mr. Aurerr. In the area. 

Nir. Gopury That is meht. There might be some merit in that. 

I have not given it much t 


{ rto do, be ! 


is my own personal feeling. 


l 
t 


Mr. Poace. The national farm loan association can own the land 
bank. 

Mr. Gopiry. Yes, sir. 

Mir. Poact You have not found any such experience there: have 


yi , 
Mr. Gopi Well. I think t t the land-bank svstem has CTOWN 
up. My Pong ~R th ibit ad tt re | rol th it of the prod ction credit 
( : | Oulis hie ational farm 
loan a tions. wW th all d » | rye to evel v hie ly. to not make the 


loans: and vou know that. 
Mr. P AGE. I think that is True, too. 
| 


Mr. McInrime. Will the gentlema WAS: “at: ask Genes That Blas 
a nl have developed a prograr here the nati il farm Joa 
i if s do commit the land banks on loans? 

Mr. Gopiey. I am 1 rware of that. The secretary-treasurer of 
the National Farm Lo: Association offices with me. and I am not 

. f nvement like t r part of t 
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Mr. Poace. Are you in the New Orleans branch ? 

Mr. Goptry. No, sir; St. Louis. 

Mr. McIntire. Well, it is being done 

Mr. Goptey. I would think that would be a wise move. 

Mr. McIntire. There is one other quest on | should like TX Sk, 
with reference to the Federal Intermedi ite Credit Bank. Do you 
think that the Federal Intermediate Credit Bank should continue in 
{ present po ition, where it is classified as one of the Federal cor 

} rations, and the expenditures that it may make annually are desig 
nated by the Congress ? 
Mr. Goptry. I am aware of that. 
: Mr. McIntire. All of their expenses are paid out of their own ear 
nes, but still annually this Congress sets up the dollars and cents 
that they are permitted to spend n their idministering of their af- 


fairs. Do vou think that should be done ? d 
: Mr. Goptey. I doubt if the Bureau of the Budget shonld have ar \ 
thing to do with the budget ot the Intermediate Credit bysny kk ; I 


doubt very seriously that they should. 

If there are no more questions along that line, I will proceed with 
one other thing here. 

Mr, ANpresen. You may proceed. 

Mr. Gopitry. On the Production Credit corporations, one gentle 
man here mentioned awhile ago abclishing them. IJ feel, and I believe 
1 have a lot of grounds for my opinion, that the Production Credit 
orporations perform an extremely valuable service. Of course, they 


‘re originally set up to capitalize, organize, and supervise Produe- 
tion Credit associations. Even though my association is completely 
paid out, ] still] fee] that the supervis! nm of the Production Credit 
Corporation is very valuable. Perhaps it is not to me as an individual, 
use I think I will continue to do my best and I think my board 


ll. to run this association ona sound } Asis, but ovel the broad Aren. 
ith changes in personnel and so forth, I feel that it 1s absolutely 
i sential down through the years for a sound system to be kept ind 
that the supervision of the Production Credit corporations be kept. 
You gentlemen here in the Congress appropriated In 1933 8122 mil 
lion to set up the Production Credit system. All of our farm pro 
grams have been bipartisan, which I think ts extremely fine. I know 
lot of you ventlemen, by read Lg about you 1n the papers, al d the 
° things vou have done, such as Mr. Andresen, Mr. Hope, Mr. Poage, 
indthe rest of vou. I know what you have done fo. agriculture down 

t] rough the years, I know it has been strictly bipartisar 
When you appropriated the 8122 million to set up the Production 


: Credit tem, vou did the greatest th 


thinking, that this Congress has ever done. because there, wit that 


ng for agriculture, to my way of 


mensly Sum. aS We count money nowadays, more \ ealth has hee) 


ated in this Nation: and that money, ll except for $2 million, is st 
ntact. That $2 million was used by the division here in Washingt 
to organize the system and supervise it for a few years. But that 

oney is still all invested in bonds. It has nearly all been paid bac! 
{ corporations by the associations. I believe about $7 million, tl lon 
I may by mistaken, is What the associations still have. They ] 


thout S7 million worth of Government capital in them. 
I feel. honestly, that is such a small amount of money in our na 


tional picture today, to have < reated such a vast amount of weal! 


th. as 
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is, that our farming setup could not have been oreater, that i 





ld not h lve been financed to whe re it could have made that Vast 
expansiol dur ne the war and since the war, where it was necessary 
» produce Tor d and fiber for the United States and the world, in any 
other way, despite the fact that we have a very fine banking system. 
The bankers all know they cannot handle it all, and most of them do 
not want to handle it all. 
I think if some w Ly could be provided to leave that $120 million 
he Production Credit Division, which is now very small here 
mm. w ith about 12 personnel only, to be used in these Pro 


ri 


ction Credit associations and for the benefit of corporations, to use 
ie interest on these bonds to 1 the ¢ ‘orporatiol and to run the Divi 
on, and to have it set aside and to put back into the capital stock of 
the Production Credit Association the money necessary. when and if 


the need arises. to take care of the expanded business which may come 


} 
‘ 


l Wa 


t} 


abo it, if we do have a recession or a cde pression, that we all hope we 
will not have, is a good thing. 

Mr. Atnerr. May I ask a question? 

Mr. Goptey. Yes, sir. 

Mr. Atrerr. I can see the point. but do you believe that the super 

ory control over the assoc at on should come from the Government 
or from Agriculture / 

Mr. Goptry. Well, Mr. Albert, the local associations have a group 
of farmers who are borrowers from the associations who are directors, 


yut they are not infallible. Neither is the secretary-treasurer, or any 
other of the personnel, You have an outside agency there. We do 
have a Fede il charter. I think It 1s just as important as it is for 
the national banks to be examined by a Federal examiner, or for the 
FDIC to examine the banks. It is just as necessary for our Produc 
tion Credit associations to have that type of supervision. 

I do not mean they should come in and tell us what kind of loans 
to make, because they do not do it. except when we O above the 20 
percent of our capital to one man. The Corporation then has to ap 
prove that. If we go above 50 percent the Division here in Washing 
tor is to approve that. 

But in my opinion this is constructive, for the simple reason that J 
do not thn k anybody here in Wash nveton knows any more about mak 
ng loans down in Mississippi County, Ark., than I do. But I do think 
it is a check on all of us, and it passes through three hands. When 
you are lending a value of more than 50 percent of your capital and 
urplus, you do need all of the checks possible. So I think the setup 
right now has worked as fine as anything the Government has set up. 
] doubt if it needs any changes. 

Mr. Atpert. Have you read Mr. Hope’s bill? 

Mr. Goptry. I have, yes, sir; but I just read it briefly, Mr. Albert. 
T have not studied it as I should. I do not know whether I am for it 
or not, 
The ial 


n part of it, I think. is the election of clirectors for our 
district, and t 


he nomination and appointment of a 12-man Board here 


in Washington. Well. those l biel would serve for 6 vears each, o 
being elected at atime. They would be nominated by the Production 
Credit Associations, Bank for Cooperatives, and the land bank. As 
I see it, that bill makes no provision for any guidance or supervision 
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over that 12-man Board. There would be no way in the world to get 
it out or to do anything with it. It seems to me it would have author 
ity toa point where the governor, regardle > of how eflicient he was 
or how distasteful he was would be in a position where there would 
be no way to get rid of him, unless the Board decided to rel him out. 
It seems to me there would be too much of a I do not like to say “clic 
tatorship” because that is a nasty word. My brief study of that bill 
would lead me to think that way. 

Mr. Anserr. How would you get a Federal supervisor out ¢ 

Mr. Goptrey. How is that / 

Mr. ALBERT. How would the low aul people vet a Kederal supery Sol 


out ¢ 


Mr. GoDLEY. If you put on enough heat. you centlemen up here see 
that he gets out. Regardless of the heat on this other, you could not 
vet him out. 

Mr. Poacre. May I suggest that there are many good features im the 
Hope bill. Allit does is to transfer certain powers from the Secretary 
of Avriculture, where they now rest, to this Board. 

Mr. Goptry. Yes, sir. 

Mr. Poacr. It seems to me that it is a rather strained feeling you 
have that vou co id not trust a Board which the farmers themselves 
had selected, from all over the United States, yet you could trust a 
me retary of Acriculture, who was appointed, ‘No matter how vo ye | 
he may be, and no matter whether his name is Benson or Brannan 
or what it may be, he is appointed. I never did believe that there 
¢ down here in Washineton who could be 
smarter than the combined know ledge ot the pt ople from all over the 
United States. 

All in the world the Hope bill does, as I understand Mi is to transfer 
from that one man the complete authority into the hands of this Board 
Is that not correct ? 

Mr. Goptrey. Mr. Poage, that is the intent of it. I think. but vou ean 
get a Secretary of Agriculture out. 

Mr. Poace. Who can get him out ? 

Mr. GODLEY. The people Cah. if they put on eno iah pressure. 

Mr. Poagt r Did you ever see the people vet a secretary ot Acori ul 
ture out ¢ 

Mr. Gopiey. I expect they have had somethu “to do with it. 

Mr. POAGE. Can you su rovest one‘ There was about as bru h re 


was any one man sittll 


sentment about Charlie Brannan as about any man I ever knew. J] 
think much of this resentment was unfair but it sorely existed, Did 
you see him get out, until his party got out / 

Mr. Gopitrey. Well, he is out. 

Mr. Poace. Well, that took 5 years, Mr. Godley. 

Mr. GoDLEY. One of my ver close ne eahbot s had quite a lot to do 
with part of the study that went in on this bill, and I do not think 
he would lke for me to say I did not know whether I approved it or 
not, but Iam still not convinced that I do approve it. 

Mr. Poace. I am interested in, not whether you approve it or not, 
but why you approve it or not. 

Mr. Goptry, I am trying to tel] you why, but maybe I did not make 
it plain. I have known members of the Farm Credit boards out in 
our district who were selected by the assoclations who were complete 





wh wood met} O voted out nd me} with very 
n their places. because t vot out in polities 
experience t t hen the Governor of the Farm 


on has pp te » mal -I do not. eare who that 
| ive | id] about five. | thi \ he has a nerally 
ily qualified ma I will be darned if I do not 


nerally been about as wood or the best board mem- 





hot il] OT 1 Weument hol ce Wl to this: If 
; se ‘ 
vou have 9 bene olent clic tator. and 1f he is smart and he ls benevo- 
lent. and every d itor claims he benevolent 


Mr. Poacr. If you have such a dictator it far more efficient than 
a democracy . 

Mr. Gopuiey. I was trving to eet away from that dictator. 

Mr. Poacr. Any management is more efficient under a dictator 


Mr. Gopiey. That is right 


than with management on the part of the people. Is that not what 
your argument comes down to/ 

Mr. Goptry. No, sir: I do not think so. I think democracy is the 
best I doubt if a man selected for that long a period of time is 
what is neded Mavbe it would be better to shorten the time and let 
hin rve 2 or 3 vears. if he is a good man. Six vears is a long time 
to put a man in there. Mr. Poage. and to have 12 of them. You ean- 
not do anythine with them. regardless of whether it is me and 11 other 


farmers or not 
Mr. Pow Of course, one-third would be changed every 2 vears. 
Mr. Gopiey. But 
Mr. Poacr. Each individual: yi 
Mr. Goniry. As T said. T have t studied the bill briefly. My 


enc] tavs fo)  vears 


point of view is that it did not change Farm Credit Administration 
Ve! ry)? n.excent rs to the Dey? ( hy 1 Wa hingto It would 
not, AS I saw ae nee it dow Tire held very muen nile s the Gov 
ernor that t] Board Ippo red anted to c] wie t dow) there. It 
O¢ to me he wo ld have ett ! i Ol » do hat he 
wanted. and he might not do the things we wo | wnt lone there. 

Mr |? AGI ] le ot t! the hill ha Wes the (yovernor’s power 


at all. 

Mr. Goptry. As T say, I am not competent to discuss it. Maybe I 
have talked too much. 

Mr. Poaat It just changes whi ontrols the Governor 

Mr. Gopiry. Can I pass that a little bit ? 

Mr. Poacr. Yes 


Mr GFODLE) | \ ould like to 1 \ statement here fro ! 1 banker n 
my county. He isa pretty big | anker. 

We bankers feel that the price s ppoerts of ‘ viit ovbeans and other 
’ ' h \ nd \ h tl z] st of labor and equip 
ant. lal nrofit re net ant ited th commodities selling at near support 
lex Abolishing of supports or ev i lowering of supports would cause us 
i hes » withdraw from the 1 r of er production The farmer 
mus i i fair profit from es bor, and banks are not willing to gamble 
deposi s’ f Is "I fitable v tire Without support prices which are 
eansia df e risk is too great \ banker must know where he stands and 
what he can count upon A sliding s« eo upport prices would not be satisfae 
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The ( HAIRMAN, Ay cd nas enabled them to vet through the local 
bankers and the PCA the cred t fx iit es to do that. 
Mr. Gop.ey. Mr. Hope, thas made fora balanced type of farming, 


Nearly every cotton Tarmer will t ll you the best farming he has ever 





done was operated under a control program. 

For example, we have a lot of nonresidents down there in our 
country who own that good land. They will rent it out to a farmer, 
wd he pays one fourth of the cott ind one fourth of his soybeans 
for } t. ol t mav be one-third of h soybeans. Cotton is a thing 
( ( i wee Yo l l Or t< the g iad vou will know 
‘ { is Ole | er te t t man to collect his 
rent tre ec than fror o else e world iH sunply 

‘Tw l rent it to vou. if ou ve to put most of it in cotton.” 

Phat farm il ( Carry ¢ l iia ed Type ol farn Y nder that 

mn \ \ , But wit ‘ \ o tment we have had a 
provra { ( ive ict if | e. he e every farme! could 

ed fat g operation, if he v nd of a farmer 

[le vet pro ra OT a { {to be grown In that 

ij | titel tarmel bh ‘ \ lite ( eCOUUTLES. Li Lb 1idis 

| | = ey { oe better for | ommunity. We 

‘ te y , 

We have heard a lot of talk that we int to set the farmer free, 
k er off hn fo. ind all the other farmers 
l ( ( ( { ted al solvent than to 

| ( RM Mr. P oe f 

\I ig ( \I (y ( ! bal iawhile ago 
ul { ! Ol ( ( tr Gg I { ay how 
{ I ano Vi" } l the re ol wean hing 

r pl pport prog I ou are exactly right ind I 

a (i ive vou preset statement to u 
Mr. Gopitey. M Poage, I lc ce te iv t You asked me 
IH] s Mr. Hope is thor of that bill, if 
( I il ( 1 @l\ } 1 jot re 1O] 1 ~ il] right, 
e | ive Te le ed 1< \ \ Cul tlie eCWs] pers 


| L to live Oklahon just south of him. As I told the get 
Tle } re beTore vou ca k. Mr Hope, I organized i lot of the 


re) SSC iti } \" r Sstite | kn \\ Vou! record, 
If the Hope | passes if lve ea lot of hope that it is right 


The CuatrMan. Are there any further questions? Mr. McIntire? 
Mr. McIntire. I was terested your reference to those two let 


ters, the two lette1 from bankei ‘orga ZATIONS I might just make 
an aside remark : I wonder if they are members of the American Bank 
ers Association? That comment Is not of any consequence. 

The questio1 which I have this: On the basis of vour thoughts 


relative to the need of high supports for these commodities. what is the 
loaning attitude of vour bankers and your association toward your 


/ 


vegetable pre aucers ! yo ir ®tate § Do you follow the same philos- 
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ophy that t] 


leV, COO, should hay 
risk of loaning to them shall | 
Mr. Gopiry. Well, sir, I 


agricultural 


i 
\\ ¢ 


program any othe 


positive that a program which 
entirely different from a progt 
LIeS, 

Here another thing in tl 
vegetable orowers Or any oti 
pects suppot they sl lal bo 
the demand If they are no 

1 COULTON Tari ure Ot 
nd export demand, they ha 

Mr. McInrine. Of Ls 
eo tal i¢ l t entirely one ¢ 
ipie 1 ture of thie ommoc l 
ned to the handling of s 
even under controlled aere re 

Mr. Goputey. Yes, sir. 


Mr. Me 


INvirn 


Mr. Gopiey. Ne re We 

irt of e cou \ hie 

did ive, U til Hurned 
plant. All those people who de 
from their production-credit 
und it was not perishable, yo 

PVhe Cuoainman. Are ther 


concluded. Mr. (axe dley 6 


Mr. Goptey. I believe 1 hay 


T said 


. “her 
conciudea, 


too much. 


L 


‘rr commodity would need. 


TURAL CREDII io 


» hie 
( 


g order that the 


reduced to a minimum 4 


hat 


h-level supports, n 
rT 
kind of 
I am quite 
rable produ ts would be 
ll fit 


hh Wirich WOUL 


vuld not want an 
would fit perisl 
: I 


1 } 
storable commod 


it connect n: I won ld iV that f the 
r segment o1 ur tari populate ex 
|| ¥ to contro ( prod t mn TO 
ling they s Id not have them. If 
2 htrol p et ythe dome ( 
hie TC eX} ( 
e problet nherent in the upport of 
f control] ne acreage It is the per sh 
vliuiel Involved, and the problems 
rpoiu which ottentini na developed 
al to vegetable produce é 
litt \ re ble ustry ul 
( { | spot In our counts 
ci recent! 1 COOpPe! tive cant o 
vere ron there borrowed money 
issociation, but they canned that stufl 
e*t 
furthe vests ? If not. had vou 
( d about all I had to say Mavbe 
lo not know. I think I have about 


Phe CnHarrmMan. The committee quite grateful to you for being 
here. I am sorry I did not get to hear very much of what you said, 
on account of al other ehngavgenient | had to fill. , 

Mr. Gopiey. Yes, sir. 

The Cuairman. But [ am sure the committee has been very much 
Inijpressed and he Iped by your st itement. We appreciate your being 
her very much. 

Mr. Goptey. May I say just one more thing? 

The CHarrMan. Certainly. 

Mr. Goptey. There is a lot of anxiety In our part of the count 
now, for fear that our agi tural program will be destroye 
heard you speak aut itown in M ssourl, and vave me lot of fait] ] 
the facet that It is not volng to be destroyed, u less you cal nad some 
thine better. 

But if a statement could come out from some iuthority that our 
program in the South, for cotton and soybeans, so far as that is con 


: ; : ; 
cerned, is a pretty sound program and would, perhaps, be carried o 


on about the same basis it Is 


especially in the thinking of tl 


The 


as thi 


is this committee is concerned 


CHAIRMAN. I am not speakin 
most members of the committee would jon me 1 


now, lit vould vive a lot of stabil ty, 
1e people down in that country. 
o for the committee. but I believe 


that so tar 
anything to de 


ay 


are not gomng to clo 


ie 
we 
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S t clear that ir agriculture will need to 
our fore s f 1 much larger body of people than 
rig 10 OX i re e in de nd and buyir power 
ite « Vth in ft hetwee WHO ar 1975 than 
) and 1950, the $1,300 of per-capit neome of 1950 will 
md SOO e ve OO0 
t t t 4°! 1 ) t he trie y In 
} ) 7 ‘ , ad 4 19¢ ‘ their ad I ml 
9 ds ‘ \ 1 te Ces 
f na g el nd the | Phe parable figui 
! | ( eclin If there is no d lie 
e} ‘ Nel expend res for foods over 


( side the home 
| ‘ packing 
| | he ‘ Hi) percent 


l ( ! l ) ed 
) | CTEHSE 

' g ( f ( ! ind pou 

more ; : did between 1935-39 and 
‘ ( | | nee 

Lr migeme! and 

‘ r CO ce ‘ 
‘ ) ‘ » improved 


presse! know I l pOSsT-KNO I Technology The PMPC 


| g 
eC] ‘ 1 eports f USDA 
( epol ! ded t tl e of deve nent 
‘ ! ‘ ‘ ed ha f the is 
| ine d of 40 percent for food is to be met 

‘ } he ‘ ove 

‘ }) ed permane 
wer \ 1 l ) \} if lion 
ed pl ble re . ‘ e ’ ‘ 
hav il ] Th \ ( his on the average 
‘ 

ird providing the 55 percent more meat and 45 percent 
pulatior tl ountry may be demanding in 1975. The 
in sue mproveme! s likely to run from $30 to over 
g upor much clearing of brush and stones is involved 
Fitting th nd, plus fert ing ming, and seeding it, 
per acre Co lerable of it wv eed contour ridging and 


\! ind sn er part ome from drainage 


l pit el I n ca ng for eve large! 

é e being ibstituted more and more for man labor 
per I ir of bor and ses farm wages and farm 

tend ) ep on the farms and in the woods the labo 

ta I C it so increases greatly the capital 
hing needs to he l to the common opinion that farmers 
d too much ‘ nery It is undoubtedly true that with 
they 1 l ( everal hundred thousand farmers in the 
ve large f ( f tl v than they now 
Vv nee » do, 1} eC! ) r output and not 





ts by raising yields per 














acre, improving more of their land, or buying or renting more lar or, more 
likely, some combination of these. Careful budget analyses recently made of a 
group of family-sized farms even in the Corn Belt have shown that few of them 
would be really overequipped, and part of them would be still underequipped, if 
their output were what it should be. (All such statements must recognize, of 
course, that many farmers buy machinery not to increase output or reduce costs 
but to make farm work easier.) Ordinarily it takes several years after new types 
of laborsaving machines are bought before output is incrensed enough to offset 
the highe nput expense inve d Phis was true, f example, when the « ry 

1d potato farmers of New England first bought their tractors 

$. The diets are shifting toward more meat and dairy and poultry products, 
and to produce these requires proportionately much more nd, since ul 

erage for the United States, about seven times as much land is needed to 

3 produce a given amount of food energy if the land i ed to grow feed and 
forage and this fed to liveste } i ods fo ‘ } in cons Dp 
I pre uced 

} e ft ell rn © ¢ YY) 1 I t ¢ ad oe re ] 
gra nd fa ng 

m f Phi i f large nvestment ‘ k and buil 

7 | ( a t 1a W ( qd Torest n rement Hel I ( lect 
pply the I eeds ft imnbe i » require nder mode I 
‘ ! ny} ers Sal | woods-working equipment 
§ Much la : 2 aa ail a paatection 
n ero if tutus upp i produ ‘ Thee prices are ne 
»> TIS ! In ( l l ( n ke ad ft Inple cor 
eult n ert t DI} ‘ SS1I { \ ‘ er el 
whHte I cl I pad I ‘ I el I iiteé ( ( Ss, I ( v 
W ette eTASSeES. CO] rid sture ‘ \ f these ir S 
viel ind in ( porta I tte ( en if ‘ fora 
1 t ( nt tl ins il ( Ol I hime I ike 
( sid nit I 
% Bott he me nized D n and the est rl g tl ( 
r require ger acreages of nd per far Nhe ‘ he econ 
per d ind I Ss het ne Wy ent and need Te credit 
10. A million o1 f farms now too sma ru erdeveloped, by no me 
| the w } j @ ¢ ed ? ite ‘ r the nt) ¢ enT \ | 
p ents, Dy ing itpu ry r by dd re re so tl 
will eld. the pi rs e} oh returns » keep them farming rather thar 
e} 1 r oceupatio 
11. Lastl he large increase in capital investment entailed by the foreg 
nee iKes nn ed ti our coul to we =t ted it l 
¢ thnev ar rt ite enoug! bt ry hye } ire { eir | { \\ I eve 
portant systen of f ming, the working capital is ! st as large as the 
estment in land and building TI particular handicaps those ho would 
S rt as tenants 
HO ss TI ( 

e Another wavy I reviewing ur pl »blem is to ask what g IDS O! isses In our 
farm populatle t is that needs the credit Attention n iin ! 
h ollowing te n yner operato » te nt farmers, to young cou 
ples starting « t farm operantotl ind to wood nd owners o SPVe! le 

riptions, but brief statements w ‘ de about seve othe roups 

. Consicer first the familv-s e owner operato We hear! ich talk these é 

OU ! need to preserve the family far and how to do it The how” of it is 

! ple to tell s to ake the fat \ productive ) 
someone can buy it and pay for it and make a fair ng while ad g this. One 
part of these farms have too few acres of crop or pasture ! ever to vield 

idequate income Phese ould be provided credit th which to buy ‘ d 

of other small fat s nearby which e still less adequate Another large part of 
them have land enough b needs de opment by pasture and Cro) ( 

provements, cl I nial /« ! l ( ra oY p-cropping I 

S ] oduct t ve } t imi ind fertilization nd com nly mie 
combination « hese Mat if the farms nee ot} ore acres an 

rovement Many n the South need to be converter fro bel ely ¢ I) 

i ng to crop-and estock farmin rhese larger crop l-liv on S 
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I enure ¢ for ! ni 1 ( i! = 
! te d it rade ’ Vo g ( rel et © Tf ur Ide 

( ntnee The natior el e of tenancy is ne lown to 27 percent 
Young men wi no manager perience ¢ ept « their home far1 ind no 
! re help from parents than frequent! vailable re we advi | ke thelr 
rs enture in far ng i tenants a 1 to use their rhiite capita ind) what 

lit they in obtain all as working capital. and ordinarily wait t they are 
their middle thirties before they put any of it into real estate 

Probably more voung men today ve up becoming farmers because they can't 
rent an adequate farm than because they can't own one. In larve sections of t 
country, good rental opportunities are scarce indeed, and cay il requ remen 
re getting higher and higher What needs to be done about this situation 
First of all, more landlords are needed of the type that will put cap‘tal into land 
lmuprovements and make their farms more productive Then leasing arran:te 

. mer eed to be developed to fit this more productive farming and assure main 
tenance of high leve of pies etivity Given these conditions, credit Lh 
he more enera \ oO help young men get started as tenants 

A type of far ito ont oned in connection with credit 1e part 
time farmer. The numbers of these have been growing rapidly since 1930.) They 

F row ore as workweeks on regular jobs get shorter and shortet But they 
I el et be 1 generally cepted a nor part of I wiety, to b 
provided with credit like other parts of it ne of the reasons for this tha 
the faa on such farn s not very stable Many of the part-time far have 

‘ nd 1 s kent 1 renl oy ( he first few vears or 8s ith no lt 
fir el met! re ! e we shall learn hov provide credit on 
e ter s for part-til farming along with the res 
] a v be « de ha he d en ed for cred ire THOST!IS no 
qiist I ( rat I he i they ’ Ip and evel ) ( This par 
t rue of tl need for edit | nerease the tinuing product vy of 
irn } "i the s y : ver and mn ssured output, 
( better for tf | DD mad n . ed supp of o iin 
f ‘ ~ 
THE TERMS OF CREDI 
I IM 1 revi of the te 1 \v redit is ad l 1 
rh I “ul 1) d r Ist! ed b the f 
ae I conservatl | ims that have bee I d by workers 
‘ Sol tol rvatiol ‘ ( 
(¢ Funds would be é \ ible to the borrows I he needs them over 
© ne ml required to dey pandea ut } onsery ither than in 
i lump-sul oal 
( Intere I ild iAnCe 
For the first yea ractice for hich the loan 
Ss cle htere ( nf of the I neipal hould 
he 7 uired unti } the far » realize n 
cerensed eld resultin e 
Amortization of ng en h time so that 

. e ann epayime ercent of th int ll ¢ 

mated net returns acct iv the fa ( > 1M 
ent of the annual retu sks su di bligating 
} nself for the loat 

these same prine] ] ip tk ns for nal nd bu i ID! 

° genera ind to loa buy hinery or breeding sto But the apy 1 n 
of the principles 1 liffer conside) | For example, applying 50 1 ent of 
the net ret loans t epayvment princi iv be tor 1 n some types 
of loans with periods of more thar r 10 years d so ind-improve nf 
I iv need periods of this netl 

I IS appa nt tha much of this lit needs ft for ner | from 2 » 
yeul or wha ire called ite edia terms Quy adit sy ( has } ene 
bee w in ering ch loa M of the agi n fo i World V [ 

Vi tvype The frozen edit of I banks ¢ } y 
If ins 1 ade on 1 sho { term b = 1 t re ure t t t iTs 
t normal conditions \nd ere passed in 1929 vl 
again in 1935 designed to provide inte ediate-term credit But in practice the 
cooperative loans for such purposes of the FCA e those of most banl ire 
still 1-vear loans with expectation of renewal There can be littl t that f i 
i rs in coinmitting themselves to repaying loans in 1 ye nnot be 
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( ! ‘ nZ ore evel \ good luck is an important 
é fy askil fi ed which the much need to obtain com 
f reer resources ] dence to th effect comes to Ine Trom Inany sources 
O f ie | sucl 4 build s and d improvements, are 
ke rive rea estate n vi) S These are some ies difficult to 
‘ eus igh regu nking i s, if the farm already carries 
‘ () he perce ore ke va t nh farms are no 
| \ ' y ‘ \ int the way of enlarg 
c ‘ g needed t¢ ‘ ) ements Ye the farm ma 
my emel! » enable V1 t edeem the rtgage 
() te he 1 | or ‘ ( il it) | 1ihe t pro 
é ¢ nite edi e-te edi | true that some 
‘ nrete ke i ( I noua ent deferred in 
) ‘ ( vil ‘ eur os ¢ od tted to paying 
) = shi ble ) el option to thei 
t i ded ie Che rese e-fund devise provided 
j \ es ( 2 ‘ | hg t t ery acceptable 
() I n e ¢ ( et e pal int il Llite lediate and 
‘ Phe la 2 ( I req e con ed advantace 
( ‘ etime ‘ pen-end enge, Wi the intermediate 
ed de fi ‘ rove S lk to livestock 
‘ ( e repa ‘ scheduled t e investments can be expected 
el of cred it mu j edit is ill in effect 
( ( l ni s hig s 15 20 percel hese rates being 
neeale ‘ ! e] es of t ipplies furl ed and il rious other 
‘ . f this hig erest could be aved if e loan could be 
‘ i i PCA, | th aoe move part of hel who could to make 
PLANNIN S 3 FOR LO S AND CRED 
MI ( il f ed I I ya sound 
1 r ‘ and 
I ‘ ( ( I re is » IneTe se 
f he f ‘ he f l offer fe basis for eil 
f I ( fi | he « i 10k d potentia 
( t! { vate lending agencies 
e po te ‘ en gencies only to a limited 
ex \ ‘ ( het] | ( i! igencies could 
: e ; ‘ ‘ ‘ = aa as 
H ( I | col ’ e que is whether analysis 
! | ‘ ‘ nes es servin other 
‘ ‘ l f ( ! f make their prog s more effective 
! ‘ i cle ff of tl kind tend to multip 
, ] t tow ad CO! ( end 
Cl ( ty researc] exter ) ces of the land-gr: 
! f e States must hav 1 e par I ertakil of 1 
Q reseai n technology and the econon uction Cor 
ed e experiment stations most ust « e the which are 
i ‘ i¢ . i retu different forms provement 
on different types, different cropy nd pasture systems, different systems 
of ‘ ement, wood l ! nt, and the k Departments 
f ' economies in these tuti should make continuing analyses 
of rre! ! ges in and affe ng ej ortan nes of production and types 
f fir I their States Extens M in farm management should 
eading role in supplying the planning information and data needed, it 
f h |} arted in the counties, and in the training of county 
FE} SCS distri licians, PMA committeemen, and others to help farmers 
h plans for their farm 
Ihe To ition plans now bei1 de by the SCS technicians provide an 
excellent pl ical base for such farm I g and much of the needed additional 
information. One of the most « ient Ways of getting made the kind of farm 
1 ns tl ire needed as the basis for developmental loans and the other related 
I OSE to add to the effort now going i the SCS conservation plans 
el gh further effort to expand thet to full developmental and operating 
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plans. This additional effort probably will need to come in large part from the 
extension services and other agencies at the start It can be made available 
by these in large part if not wholly by a better coordination of their several 
uctivities and some redirection of the 


lhe PMA plans now being made as a basis for ACP payments also are a 


Start, albeit a much smaller one, in the direction of such plans. If enough of the 
ACP budget could have been ised in the first 5 to 8 years under the Soi 
Conservation and Domestic Allotment Act of 1936 to make such developmental 
ind operating plans the cost of t would have been repaid I ny times over 
the vears since by a more effective use of the ACP p vinents Of course it would 
not be Wise to make fu developmental and operating plans at ones pre 
requisite for all ACP conservation payments—this would impose an impossibl 
task upon the ACP administration and cooperating agencies. But progress in 
that direction could be begun any year by putting part of the farms in part 
of the counties on this basis, or some of the practices and reserving part of the 
funds for these practices 

The FHA is now basing its purchase and other loans on farm plat but it 
vould be desirable if the making of these plans could be coordinated th that 
of other farm plans One set of planning information and data can then serve 
the farm planning for all purposes 


The plans hus 1 ae vould need to consider the need for additions 





in case the resources within present boundaries cannot be made ade 
ind improvements and other d opments 


One great advantage of such a coordinated program of farm planning would 


be that credit, conservati pavyinents and other aids could be integrated with 
each other, the payments and other aids making the loans more secure in some 
causes by supplementing them, and in other cases the credit taking the place of 
the payments in Whole or h part 

But the most important gain would be that indicated earlier, that private 
ending agencies and the FCA would find an analysis of the income-producin 
potential of the farm and farm business already made for them and be able 
to judge whether the s¢ which the borrower proposes to make of the loan 


Vill add enough income to liquidate 


The planning in all cases where credit is likely to be required needs to be 
carried far enough to outline a schedule of borrowings « Lrdvance and of 
repayments by years so as to show the period for which the loan needs to be 

ade and the type of credit instrument In order to meet the needs for de 
Velopmental credit nthe next few decade credit agencies may need to make 


more loans for intermediate terms and make real-estate mortgages more flexible 


to advances and payments 

ho see what the foregoing really means, it is nece rv to reduce it to 
specific concrete terms in some area, So far as I know, the only clear example 
of th is in Ne England where a Zroup of Us undertook this, Orst 1n a singie 
county, Worcester County, Mass., under a grant from the Rockefeller Founda 


tion, and later, in 14 counties of New England under a grant from the Charies 
H. Hood Dairy Foundatio1 A basic part of the Worcester County study was 





a careful planning ana of a sample of 83 farms in the county to see wha 
changes Were needed to make them adequately productive World War II 
interrupted this study, but in 1942 these same farms were reanalysed from the 
standpoint of needed wartime adjustments, and in 1947-48 they were studied 
again and part of them replanned About a fifth of the sample farms had 
ceased to be commercial farms in the meantime Most of this fift had become 
part-time or residential farms, the crop and pasture land beir argely used by 
neighboring farmers, much of it on a renta “SIS Many of the fo fifths re 


maining had increased the size of their dairy herds and made other significant 
advances as outlined in the plans 

Merely to illustrate the nature of the problem and the possibilities may be cited 
the example of a dairy farm in the county of 220 acres and 26 milk Cows in 1938 
that was being operated by an elderly farmer, his younger son who was jus 
finishing high school, and 1 hired man. The 1938 analysis outlined several 
alternative plans for increasing the farm’s income. One of the simplest of these 
called for improving 15 acres of pasture, making 1 small field tillable by removing 
some stones, some barn changes to make room for more cows, and increasing the 
herd to 38 cows and replacements These changes had mostly been made by the 
end of the war, even though the son had spent much of his time in the Army. The 
son was not then planning to remain a farmer. The most ambitious of the plans 
called for converting 45 acres of stony pasture into cropland in rotation with 








ne fT 
e cle é ‘ 
7) KK 
er i il 
‘ eI 
, ‘ | 
4 p 
g ey ne? 
} t} 
‘ | 
f 
1 SOND 
! ( nn 
] } 
| rhe ‘ 
( ‘ 
< 0 C4 KM) 
Fir ’ a 
7 ‘ 
the re 
" 
O4 
t 
| 
or} 
vt t 4 
I t y { ‘ 
| 
‘ ‘ | 
) nd 
‘ ~! til _ 
ACP 
" 
ESM ‘ 
eS ‘ 











‘ ‘ o h< < ¢ g the e out of the 
| ( ! he d barn, and enlat 
nal The s I Vv operating the 
1 « - I on of this i hitious plan The 
' ! need |} that the family 
1 rtun 
n e { il ; B. Hood Dair Foundation in ludes 
he p clone \ > Ve S m 1946 to 1949 
» ¢ ns were worked out, these 
eS jit } f I } express (d most interest 
ny ‘ ed, but usually also some other 
he ‘ farmer should ( nd consider The 
ere nthe Vv ( tT ( serval t They 
ured in 1943—45 before the postwur inflation set 
} ye ! ind j ovemeuts, $1,470 in building 
WW er ent At 1052 wr s, these investments, 
\ ‘ £6 000 | iirv herd vould be 
ys Ii¢ t t el t ne i sed ql { ve 
statemer for these 241 fart however, ind 
I i 1 14 te) t fl rices, 
"I 4.000 would be about &6.000 at farm 
I ed ( dvanes eC} \ ( . ive iso 
41 16) 17 perce \ 1 need no cred 
on mnnu ed The largest grow 4 percent 
s of 2 t j s V} of Irse 
narv re ‘ ite one rried } part of hese 
p, 2 \ 1 ne 1 te ( ( estate mortgages 
finance t chang l ed 
] t t ess t s irms 
l ‘ oe fter t ians were first 
wh ] fi ‘ lice t tit was 
1 mn a a7 job. 
find hire ! d ft the farm 
¢ ' ! (5 I i tTté ul 1 I ( etabl 
h na pel od 0 
, rt rh ‘ ¢ 
} } S rT 1 ng re 
1 ‘ ! n ‘ <s 1 re led to them tl 
I} ‘ 1} heey Thee ep 
} \ ‘ | eX et e with too little 
I l len t ) Sil rl g 
‘ ! ‘ had 1 nafraid of a 
h el | { ‘ debt iny irthe 
ey re x ng to go forward with the plans 
i e! gv} ore I nad fe er or had 
‘ nd, s it thes ere pl wing 40 yo 
g n th iS n the amount 
nd whae G l ‘ ing had been 
Te ow 
( | I ] iti¢ ) 
eed ne b lil ny ements 
! ‘ lequ eve The same i 
rity el b ! ! heen made in 
‘ f hie ) r] 1 nd ns 
( sh } d that these farms need 
‘ eS t! New | nd farn The 
( hey need not a : ld not be gratuities. 
{1 of the needs of a half a million or 
( I h I be proved It is extremely 
( so the pi dtop erve the family 
d with p f Dy nd the ke in the so-called 
e su} f operly designed, have their part to 
l Y } 1 ] y | ( 1 not! mtribution to 
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public credit might we ! eg I av than it has been 

gy l n lal neec f young ¢ ples ar! g Suggests the same 

CO! i ! ( he circumst about to be explained, that depression or 
rm erio ire the best times which to invest in land improvements and 
ercial b " n oan sparingly in such periods. There 

len mit wit Vv onime bai sn <t operate I they are to 





pre de then t lend y r ire a fin certain 
hel ‘ a hie e« Phe Cu 1) CTILIClZ l 
ro I ( ( lt n these limits 
é elopl requis te he Nation's 
g | n d his, and b n coming 
( () f t} re ! { } t 1 he | t have enough 
) | be re s if ey will enter il re 
g ‘ ents nt ynk Fe] ti Another S 
‘ I e Sel ¢ g ultural loar 
! ( P l } f l \ il banks 
t t T “t 
| ‘ ) 
’ t ( 
1 I ! ( 
| 6 , h 
j ( l ~ t ‘ I Vy sma 
‘ I he case ‘ thie d ‘ e is that the 
‘ ons are { t« ( encies deposit banking 
ad te I f n commercial 
business reces l 1 eve (it @SSLOI a Ore » repay 
e ff? 1} ! Co. er 1 banks ould not e 
ot ble to oy { his In far e not perform 
| pve Prunction the ( Live red tl if banks in 
( S a coordi ‘ 1 With deposit bankin n very im 
= ‘ | l t t 
( tlic nt he period ad fo ‘ roups in 












Furthet ¢ he Oo" ¢ vere vil | ‘ ewe 
{ hey e pul \ 1 ored nd nde ! ‘ n ¢ ire 
{ is es d se of most otl countries 
‘ | re made t f ‘ ( tl oca 
ed I s ( d f 1 nome The ‘ nt¢ 
( l h l I } ! ( oO he ! howe I yas 
1? | e | ( ernni 1\ ( 

If the ed his ‘ } t ans he ‘ pit dl re rve 
‘ | el he not } ble to loan as 
( ‘ r post] re} nt s as needed s tin 

‘ go f ‘ otl he ays 1 commercial bank 
‘ h OSE ‘ } l t ‘ h ( ‘ ! (r1Vel 
( rnine ! i nd eitl nd d is through 
ers Home Administration, 0 pplement the capital and reserves of the 
cred ociation 
I hye pparent that t < ire private, cooperative, and public 
Y } eeded in large measul t nin the y t. but that the 
ed e provided and ad istered in such a ay that each can be as 
! sil the other i tie iVSs d ) ‘ ne this need 
ntlvy amo he Nat i to this end seems to 
! a a ‘ nes ow happily bei rile erally in agriculture 
lr ‘ tle, if any egislation is needed to enable the commercial 
ts part in such « iboration Review of the functioning 
publie credit encies may reveal the need of some supple 
f ng statutes, One possibility for ich coor tion that sh 
b ered carefull sa larger use of public guaranteeing or underwri 
‘ . deb ommercial banks 
WHEN TO MAKE LOANS 
Sevel reference ive been made in the foregoing as to the timing of credit 
‘ to meet the needs indicated in the foregoil! By no means are all 
re Is e f t In gener the should ordinarily be restrained 























( 
nh periods of inflation and stepped wy n periods of deflation Chev should be 
rationed closely in periods of actual or impending surplus icu produe 

perhaps like the present They should be made free of y s wl 
the demand for farm products is growing and productio ot keeping up th it 
In spite of the prospect for uch larger domestic cons ption of farm products 
the future th Ww. this count can easily over? ns ‘ 
s¢ es of s eral Pal These statements Dy 1 tic ( I é 
eurrent production rhe apply almost as fully to loans f yu 4 t 
machinery They apy ttle f anv. to loans fo l im é ‘ I 
‘ st opportu ‘ ! s in h e ¢ ve a 
1 woodland improveme s depressit Lhiese dinnt ad I 
tional preducts on the market unt mm ‘ ter } mplovme nd 
t nd l dl ( | ad ~ S ¢ ) ( v | ‘ es 
of t ntry, both ] e und public, tl re ! ep 
I ri re prog ( h tl est of the « 
HE SOUTH 
Phe type eeds ( 1 ( I ive « ‘ V vene \ g t 
e United S f BB he e fur ‘ ite it ~ } SS ‘ n oe 
of the bord ~ es l here The } ! I the 
f brber oL 1 is | y n wl ive eve en ot ‘ 
Pree reage to a ] " t eve ) i\ ive few a t eve it te ] 
‘ leve ped Phe develoy t et d dl rily ke f 
miy gg the | ire and woodlands or hese fa sing the \ if 
nd forage rops ad greatly li ensing the ! ( l est K lo 
ite, ive ecently ha ind in working iD ims for develo eve 
rms in the southweste tton-growil corner of ( esser These f 
Iyer se l t ( but SLAW S1500 wo tf cotton a é ( 
ert o the esl I ( e1 ( aye ad One o ha j 
| or hay nel | ture in tation ind ising the vields of 
hes V liming and liber tert Zat md conve ! this + forace nd 
( bene ti ( s+, promise oO raise the ne comes of these 
{ ! to hetwere SS O00 ad S4.000 
\ professor ( ft he | \ f Tennessee has 1 nride a 
study of cred needs other co n-growing countrys vestern Tennessee 
lle } Ss found t only 14 percent of the farmers are getting inte i = er ’ 
pe ent ore desire intermediate credit The PCA ! I i 4 KeS 
f S K pur] eS ¢ yvonal t expectation rene ! Le hn 
‘ ha ‘ ‘ ‘ t fro tl I | POA ) 
( t f the « ppers The merchant and othe ! } ned bv the thers 
Cos gy up to li percen hnterest Oniv VS perce t of the Tarmers inte 
ewed said they were getting kinds and ame of « a Vv h they net 
Pha he int 1 _ ( | a ve ! ‘ i 
nlite estock s revealed hy ravis lo R 1 tenant-) 
; ase lo sinf ! nities nthe South rat I Muskogee vy. © i 
to Worth Coun G wid OK ee Ce ~ " The We h ¢ ! ‘ ‘ 
in be takel is eX ( Shifting the fa ng Live SM) Te] l I se 
: farms in thi inty f gely cash-crop basis ya casi rop ] 1M 
1 hogs basis. and raising vields by using more fert er and the like, promises 
nerease the ross receipts 21 3.700 to S7.000 per farn 1 the net farm 
mes f rr SSOO Sv? OM) Ihe arm-labor force w be ¢ | ( “bo percent 
of the time witl ich f s compared with « yvooD perce it present 
= Whv were these irms ] ed W 1s rge dependence rr ! 
the first place epril i ens that pre hn erie f gr ind 
farming ! hig! ‘ ng pS ‘ not the known ¢ if teas nice dt 
the planners Even if they had been everybody concerne was cash-cre }) i 
PI 1 1 ACTION NEEDED 
By far the largest part of the action called for in the field of agric tural 
credit over the coming decades is that of farm people themselves in taking proper 
advanta of the opportunities to use the credit that w he a able to them 
Chev will not do this, however, without a strengthening of educational programs 
designed to induce agricultural progress, and specifically the part of these pr 
grams that includes teaching farmers to plan their farms and farm businesss 
Congress should ever oO be onside ng iegisiat il divert ail I 


fraction of the ACP appropriation, say 5 percent, to the Cooperative Agricult 
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AC CULTURAL CREDIT 
‘S el ‘ ind othe publi vencies In st 
g The « itional method to be used this with farmers is that of 
t wn the ext l¢ teacher v K the farn vith the farm 
en sit dow wit t and 
‘ iron s ready and able to carry out If such 
! df mm f edit ( 
‘ nk S re f e ( it mers need 
the arn ho 0 a joir under 
“ \ I en si ‘ he 
l nd Marke Ad nis 
“ el ed hou provide for suet 
eded el pu! 
ure | effective 1 ling 
‘ ] f< s 
} 
LTA ! s w! I rw I 
’ ‘ th } rw w he sur] S Cenc ( 
It she I anal I e 4 production developmental na 
i hie resel prov n that loans should be made only 
W not t credit from othe ces should be rigidly adhered 
{ i ] n I ne Tt direct loans, Or insuring of losses 
a ty nks and PCA’s, the second is to be preferred It will also 
| Wva es to FHA on a revo n fund basis 
l ried e credit aul the PCA’s on a more definite nd pos 
nning to 10 years or longer for some types of land and 
d ‘ nt Somehow or other, they also need to be equipped 
! ( aL tn kely now in the event of another agr 
riz i pavments FHA real-estate loan 
f } ‘ (5 el nt underwi n of eal I 
i limey 
le ‘ kil ‘ end 1 tgnge ins b the Farm Loar 
d 1 |e ation, Congress should be making plans for legis 
setting up forest credit banks to make loans for timberland develop 
designed to put eh land on a sustained-vield basis 
CHAIRMA Phe Chair would like to consult with members of 
‘committee for just a moment as to what our course should be as t 
} 1 ° } 
t of the hearing today As I understand it, we have pas 


sibility of a Quorum ¢ ll on the floc P: We ‘ahh continue now, 


haps we could come back later. if that would be considered 
Wi have three Vitnesse \ ho have not been heard. They 


ome lone distances to be heard by the committee. | under- 
I have to leave and eannot be here after today. 
! the } re of thie } iittee 7 


L, V LUSMAN secretary of agi ture, State of South Da 


Cn MAN. Yes: would be olad to hear from you, M1 


i 
\ SM \ | ( : a { { Ses If t ple ( rhe con 
! ty t tomorro 1 co ld LP rtnen, 
t Ni oO} the prog OMOTLVTO fa , we il] HlieAse the 
| Qt ra | m not t rto il more me 
( = tat us hola thet in ahevance for a moment. Mi 
I derst dit is necessary for you to get away today 


R. Eowarp Baur (farmer, Van Meter, Lowa). It is not impera 
l prefer to [ could possibly Stay over. 





Phe CratrMan. How about you, Mr. Clark / 
Mr. CLARK. ] im with Mr. \usman, and could leave tomorrow. 
Crrainman. We will hear Mr. Baur now. We can meet earlier 


than 10 o'clock tomorrow, if we need to. We do have some witnesses 
ior tomorrow, but some of those are here In Washington, anvway, 
and we can hear them later, 

If it is agreeable with the other witnesses. we will hear Mr. Baur 

the last witness today. and if it agreeable with Mr. Ausman, 
with Mr. Clark, and with the committee we will do that right now. 
‘4 the end of his staufement we can det Th i \\ it we V }] do is to 
ne ¢ ‘ TW 1 


Will you come forward. Mr. Baur? 
STATI MENT OF R. EDWARD B IR. FARMER. VAN METER IOWA 
SSALE MENT OF R. LOWARD Bis R, FARMER, VAN METER, IOW/ 


Mr. Bat r. Mr. ¢ harman ana members oT the committee, i do not 


{ 
ave a prepared statement. I have some notes here which I have 
made, 

lam Mdward Baur. a farmer from Van Meter. Iowa, wh ch is 25 
miles southwest of Des Moines. I operate a 516-section farm in 
southern Lowa, a livestoc! I am also president of the lown Associa- 


on of Soil Disty cts, and chairman of the local production credit 


“SOCTaTION., 


I will change the topic given to me just a little, although I have had 
a tremendous interest in the discussion here so far. 

The topic | have Is the credit needed to speed up soll conservation 
and water-holding practices. I realize it is a pretty long jump from 
the tractor seat yesterday to this kind of assignment. [ am very con 
t. My remarks will have to do with practical application of 
this idea on the farm. 


SCIOUS of 


Phe reasol | am her IS m\ terest in conservation 1n farming and 
the iob we have to do. This matter of using the soll without exploiting 
it and preserving it is important, and we also should get maximum 
produ ion trom tt. We understand it Is hot someth ne we can put 
on the shelf and save. We do have to use it; but we want to save it 
for future generations and more than that. 

I have felt that credit was going to play a very, very important role 
in the immediate future, much more than it has in the past Ld years. 
From the testimony here today we realize that this collateral is shrink 
ing or gradually getting away from us, and that inventories have been 
lowering right along. 

With the debt that we had last year, the same amount of money 
TOdHV IS A bi er debt than it was a vear ago. With this comes a 
press ire to reduce this debt position, from your credit agencies, the 


oo 
banks or whoever it is, Which can only mean a further lowering of 
this collateral. This is not anything that is Fvoing to help you. 
There is quite a bit of difference between $40 cattle and $20 cattle. 
There is also a difference between the $20 cattle and the 10-cent cattle 
vo. In other words, I might make a jump 
from 20 feet to a 10-foot ledge and not get crippled, but 1f I tried to 
jump from 40 feet to 20 feet. I could get banged up. That is the situa 
tion wearein. It isa worse situation than we have experienced in the 


we expel! enced 20 years ag 


past. 








‘| i silent th ng of soil gett ne away from us, and it 1s some 
ge we could well look back on a year from now, or in the future, 
ippreciate that we are in a pretty good position today. 
I realize that credit one of the basic things we deal with, like our 
Ci d like our labor and like our equipment and livestock. It is 
one ol ose i U Ys that go to make product on. But credit 
may possibly be the most important thing of the whole bunch. I have 
V1 ery Inany men to got roke with just land and equipment ; 
but the lack of credit or the unwise use of it as appl ed to all these 
otnel 1} Ms 1s the thi ¢ that really gets him in trouble. That is the 
reason | | s tremendously mporta t today. 
rap betwee ort-tel redit as IT think of it and operating 
der and (iel 0 wWras betwe short-term credit 
v-Terin credit \\ erea 1 veal wo oul Oo i] banks QO} pro 
rec 1S) tions probal vould have co lered loans tor 
ce ition practices, that same 1 today with s collateral and 
ye tie) tina position to co) der additional loans Por many 
DUP pose Hi is himself in a position wher s loa S plenty bie 
( o without anvt ne eis ioht OV , 
| - ns not only a conscio on t e part of t] » borrower to 
| }) Hert wd lf m eredito. ilso telling him the 
( H eht plenty larg It mav be that thev want 
to re worst vet . 
ny nk it takes more tha in ordi iry encouragement now to get 
peo} to ce care of this land The 1 ndency may be, with the little 
ower es. 1 it ve re g no te ( to produce more and you are 
et l You are not interested in long-time investments. 
\ ire not going to build a new barn or a new house. You might 
eed it and inneht want it 
Phat is true of some of these conservation practices which will help 
ve your s We know they pav for themselves. but they cost 
money wiY vy be in the p tor where they will LO the Way of 
( ew bat ind the new house or other equ pment that this farmer 
nes oO? lol dale to ive 
So we are going to have less time as farmers to put on these needed 
} ( hid os We ( ht to do and things we know we should 
do. Weare going to have less money to do it 
| eradually shrinking process I think is a very serious thing. 
It sind of a silent thing I wonder if we realize just how bad it is 


the average farmer’s busine 
M Annerr. May I nterrupt there to ask a question ¢ 


Mr. Baur. Ye 


\Ty Arperr. Do vou think the agricultural conservation program 


( «| e red ced 4 

Mr. Bacr. Pardon me? 

\I Annerr. Do you think the agricultural conservation program 
ould be eut v of what vou are saying / 


Mr. Baur. Well, we are getting on a little different topie, perhaps. 
The recommet dation is or was of the soil conservation districts that 
the emphas hould be on the permanent type of soil-conservation 
practices: eng neering practices al d water holding practices and a 
( 


0 Yr ovel eroplar cl TO a grass program, or 


17 ) 
ne ot that order. Phat V is the vote of the referendum which 
was taken by the soil-conservation districts. 





AGRICULTURAL CREDIT Q] 


I approve of that heartily. This thing of paying for the annual 
recurring practices is something that apparently should go in the 
annual program, as you buy your grass seed and pay all the other 
annual costs. 

Does that answer your question ? 

Mr. Auserr. In a way, yes, sir. I just thought you said that there 


would hot be NU hy oO f tendency on the part ot farmers to go out 
and bor row even if aus a under present conditions to make con 
servation mprovements, There fore, it men he Important that we 


keep this conservation program going until we 
a Li : was just a thought. 

r. Baur. As I understand it, this propos ped credit, which I would 
be in favor of. would be additional credit w iereby you could borrow 
on youl land in some long term means for 12 or 15 years to pay for 
those things you want to do, whether it be a terrace, a livestock pond, 


eet ove this hurdl 


a diversion dam. or some of these various things that would be an 
lnprovement and i vestment on your farm. They certainly are very 
Important, 


So far as the support program is concerned, it is very closely tied 
in With some of these other things. I have aie a treme ndous interest 
in what is going on here, but I think perhaps I should stick to my 
subject here today, which was given to me. 

This principle, as I see it, of paying for something as you use it, 
whether it is your house or land or whether it is an ceheiall ile, has 


been pretty well established. If I could borrow money at a low 
rate of interest for a long time, tor several years, to help to terrace 
my land and put ina livestock pond, or whether it be a renovation of 
t pasture or any practice, | would favor it. Then we could pay for 
those, As it is, I could not be financed to do it. I could not pay 
for it myself, and my banker would not be interested unless I had 
enough short-term credit to do it anyway. 

I think of a neighbor of mine down there. Ben Cole. He hada soil 
conservation field lay he lc | about 5 years ago on this 200 acre farm 


This Was an average southern lowa livestock farm. They cid the 
whole works in 1 day. They came in there with caterpillars, terracers, 
and everyvth Ing. The neigh! Ors Came 1h al ic changed his fences. 


The \ built a treme ndously bi g Saka pond. There was a roadway 
This was TO cost him about 83.000, a thing he might have done over a 
period of several years had he done it alone, with all the labor thrown 
in. That was the cost. He tried to vet a loan through the bank, 
through the PCA, for this SOOO, but he wis not able to do SO, It 
meant about $15 an acre. The men there, and he himself, agreed 
that it more than increased the value of his land $15 an acre. 

All of these things were done, but this man had to streteh his short 
term position. He did get the money locally. He did stretch his posi 
tion. Today we do not know whether this was the main cause of it or 
not. It was not the fault of conservation practices, but there was not 
any type of credit available whereby he could do this 

Just yesterday I was plowing back in Iowa on a piece of North 
River bottom land that was dry. It there dried out as quickly, almost, 
asa prairie a I had just finished, of alfalfa. The only reason that 
the bottom land was dry and I could plow yesterday was that under 
our local soil conservation district a technician had run a gradeline, 


across to his field, across a gully. There was renovation of a pasture. 





Q2 AGRI TURAL CREDIT 
e dug out with a se op through this bottom, to furrow at int 
to 500 feet hese \ » graded so they would follow in 
ection and outlet. Through a system of plowing this land was 
na ara d off to the ( hrou these furrows, and this 
il’\ 
I e [that I have not ‘nt that kind of money on yet, 
{ t 1} poor { I could } ( round and turn around 3 or 4 
es, t { « Ot be Tal ed until I have another week or so of 
! eal ! | runs again Tam the san position. When it 
drv out | | have { i WOrk 1 1 cou] e of days. to 
et thy ro | thier : , 
wines ol this system of open-ditelh drammagve ao cost money. 
5% ends on the shane the ovrade mn, a the rach ihe cost is 
Phe same true of a tile vstem. IT think of ben @ up ar nnd Fort 
Dodge, Towa, and asking a man there why they were not going into 
ie ding t] e like they were in some parts of lowa. He said their 
estment is underneath the erour Phat is costly, for the tile. 
Phere certainly a lot more tile drainage to go in. 


l have some bottom land which is protected DV diversion terraces 
must at the edge ot the foot! ic to catch this runofl and prevent the 





i {and rock qd trash in the water from coming down over this 
hottom land. These things are costly. But thev have graded around 
the base of this hill. These district technicians know the grade you 

ive To have. They take the acreage runott and they build this kind 
of a diversion terrace around. Phat costs money. That is a permia- 
nent investment. It s something that takes some time to do, 


| we Same cal he said ot aT ] Vestor lx pol a. Many ( { you men who 
ive vone out to feed cattle on a Ze ro January or February d iV, who 





ive come up on the side ota livestock pond and seen this tank bubble 
ce a spl oO. open, automakbic, ¢ irefree- know what a livestock pond 

1 water system is worth. It is worth money. Yet I would not 
know where anvone would finance you to build one of those, unless you 


could pay him back in 6 months to a year. 

The same is true of pasture renovation. One of those bluegrass 
pastures down here might cost $20 just to terrace it up, reseed, fer- 
tilize, and maybe run a couple of terraces around, depending on the 
reumstances > W hich would double Ol! triple, easily, the beef produced 


on that land. 
Using myself as an example of the average southern Iowa farmer, 
I either have to finance it in a year’s operation or else I do not do it. | 


Much of it is not being done. 

[t has been estimated that in our county alone our carrying capacity 
of « ittle could be tripled if this were done by all the tarmers. They i 
realize the Importance of it, and the advantage of it. but it 1s one 
of the things that does cost money. 

It seems to me rather a pity that with this free engineering service 
and this tech ical advice through the Soil Conservation Service in 
your own districts that we cannot take advantage of more of these 
things. LI feel that there must be some definite encouragement by 
somebody. Perhaps it will be by the Government, if it is done, to en- 
courage people to do that. 

These things may be the frontier for increased production. Our 


Government gave a lot of inducement to people to go out and settle 








o: 
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ind homestead and bring land into production. They had it, perhap 
to @ ve away at that t me: but to me it is Just as rensonable to cor cael 
these things the frontier. That is about ill we have left. We should 
develop what we do have. That is the applving of these soil practices 
tol conservation to the land that we ce ave ne \\ n proce ; 

| night have some appe il tO people Who have to live ther 
ind, and also pay for it, because their short-term position might be 
full They also have a lo ( heir land. It would have consider 
ibe ippeal to tl Sjanatord who has to | tl 1 cL Wii oO 
is to have that piece of land support his te Hy | 
kely to do anytl io like tl Ly tre esents too bDIg an Inve 


It is prettv hard to do things like that p 
could be done ove L period of everal vears, I think it would be 
4 1 


mendous inducement to get these conservation practices on the lal d. 

I know that all the crimes against the l, the treatment it has 
had. have not been done b {| eneratio Dut t eneratiol ! 
particular the last 10 years has taken tl thing to heart pretty sei 
ously, to try to repair some of this damage and rebuild our land. ‘These 
costs cannot be assessed in just 1 vear or just a few vears. het 
too much to be accomplishe i. It Our ibis a complet joo of con 
servation, we are golhg to have to take quite a bit of time. It is 
going to take some money, whic! not available now, to the individu- 
als or as credit. But it is going to pay. 

Conservation has been proved over and ovel again: that it cloe pay 
for every one ot the eC pract ces, | est peopl ire concer! eq With 1. 
Without it they make a living, but it is hardly the same. They would 
be able to produce more 

I think this man said a moment ago, 11 peaking of the production 
eredit associations, that one of the hnest t nes they have done 1s to 
illow a credit system to pe set 1 to uUIsTV ana meet the needs of 
farmers. But with the advent of the soil-conservation districts and 
the Federal age ices of the Soil Conservation Service set ip to furnish 
technical assistance to your districts and to these farmers, | would not 
know which is the greatest You need them both. 

There is something vou do have to have if we al roiling to cont ue 
to use this land Nd Not exploit Ss ha Ve t lett. A ther wenera 
tioh, we certan Ivka WwW. IS GOoIng to use it 

To my mind this kind of a bill should be broad enough to have ¢ome 


element of encouragement in this thing, to get people enc uraged to 
do this. In othe 


r words. we do not want to b ld it if thev are not 
yong to use it That is just another one of these recditape things that 


1 } ] 


will discourage them and mal 
I think the em 


ce them never try it. 

) ’ 

vou have a 40-aere field. and just one corne1 
1 


phasis should be on the practical angle of this If 


is a gullv on it, and 


the man wants to bulldoze, the emphasis would be on the prod ctive 
Capa It\ ot thr oe acres and not ] bulldoz ne th l-acre OUully 
Phat is an example that the emp! ISIS hould be on the pract Ci 
ipplication of credit to conservation for t] farm. 


I think this work should be in these permanent tvpe of so 


| } ! ’ 
conservation practices, and not the annual tvpe. We are aoreed oO} 
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There has to be a certain amount of insurance by the Government 
that these things are going to be paid back. I would not attempt to 
say what percentage that is, but I know it has to be high enough as a 
percentage so that this banker will take the risk, so that he will do it. 
If it isa low guaranty, if it isa low insurance percentage, that this loan 
will be paid back, we are going to have a law on the books that is not 
going to be used. It will not be practical to do so. 


This must be a low rate of interest. Conceivably, it must be a long- 
time loan. It is not that it is going to take 12 or 15 years to pay this 
loan off. You have known men in the past 15 vears who have paid for 


a farm in1lor2 years. I know that. I have seen men go 20 years and 
not pay for a farm, and then lose it. So it should be for a long enough 
period of time that this man does not get into trouble. 

If I do some of these things today, and pay for them in the next 
few years with twice as many bushels of corn or twice as many pounds 
of pork or beef, I am more or less in trouble. I think for that reason 
It should | pea long enough pe riod of time to be sure that this man will 
not get in any trouble paying back this loan. It is not that it is going 
to take that long a perl iod of time to do it. 

I think we should guard against using this type of credit as short- 
term credit. Be sure that this man who has this credit cannot turn 
around and use it somewhere else as short-term credit. It should go 
for the purpose 1 intended. 

1 think whatever this man does on his farm should follow a longtime 
basic plan within a soil-conservation district and have the approval of 


this board of the district commissioners. These are pri actical men 
who are elected in that county 1n their own districts. They are con- 
servation men. They are practical men. They are not going to 
approve something completely haywire. If it is a part of his basic 


conservation farm plan, it is going to be oa that is practical. 

It is not that we coe to encourage peop le to make money by putting 
this on the land, but we want this land left when these people are 
through with it, and we want to be sure to save it for something we 
do have to use it for. 

That concludes what I had to say as a statement, Mr. Chairman. 

Phe CHairman. Thank you very much, Mr. Baur. Mr. Poage has 
a question. 

Mr. Poace. Mr. Baur, are you familiar with the bill Mr. Lovre 
introduced? I have introduced the same bill on this subject. 

Mr. Baur. Yes. Ihave read it. I have not made a thorough study 
of it. 

Mr. Poace. Do you consider it in line with what ps think is needed ¢ 
[ do not mean that you approve every detail of it, but do you consider 
that it is along the lin 1e of What is needed / f 

Mr. Baur. Yes. Does that say 25 percent as a guaranty ? 

Mr. Poace. It is 35 percent guaranty, I believe. 

Mr. Baur. Thirty-five percent. 

Mr. Poacre. We felt that we had to put a guaranty of 35 percent 
on it, because that bill does not provide for mortgage loans. It pro- 
vides for personal loans. We felt we could not expect a banker to 
take it unless it had a pretty substantial guaranty on it. 

Mr. Baur. Certainly I realize you cannot go out and have the 
Government do these things and pay for them; and you have to have 
a certain amount of business application in this kind of a loan; but 








Pomneenar = 
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my thought was that you are going to have to put out some induce- 
mient or some encouragement to these people to get them to do these 
things. 

Mr. Poace. I have noticed you used that phrase a number of times. 
Do you mean by that vou are going to have to have some kind 
Government payment 4 

Mr. Baur. No. A few vears ago we would have gone right out and 
done this. But I mean I am going to have to sell twice as many cattle 
this vear to get the same amount of money. 

Mr. Poace. That is true. 

Mr. Baur. I am going to have less time to do some of these things. 
If I have to go and twist my banker’s arm and go to several of them 
to get this kind of a loan and take quite a bit of time. | am going to 
cet discuested and just go back and not do it 

Mr. Poace. Do you feel that the Government ought to make a 
direct loan / 

Mr. Baur. I think you would have to do it very much like vour bill 
has sugevested. 1 wonder if this insurance could be hig! 
Mr. Poace. You mean we should insure a large percentage of the 


/ 


loan / 

Mr. Baur. Yes. 

Mr. POAGE. Well. we thought from the exper ence of the past Ww ith 
other Insurance programs this Was probably rather adequate insurance. 
After all, if the Government insures 35 percent, losses could mount up. 

Mr. Baur. Yes. 

Mr. Poacr. If there is any reasonable Judement exercised. there 
shoul | not be losses In eXcess ot that. 

Mr. Ateerr. Is that on the total volume? 

Mr. Poace. That is right. 

Mr. ALBERT. ‘| he 35 per ent refers to the total volume of loans made 
by that mstitution. 

Mr. Baur. I realize that that may be a fair figure. Here you are 
dealing with something that is not a guaranty. You are dealing with 
the resources of this Nation. The Government gets income from this 
land: though indirectly, perhaps. What these farmers make the Gov 
ernment certainly gets revenue from. It has in the past had consider 
able revenue 

If this farmer is allowed to plow up and down hill and do all these 
various things that are bad, his son is not going to be able to come 
along and do the same thing right over again. He will have to move 
off that farm, and it will be an abandoned farm, and some other 
farmer in that neighborhood is going to take up that tax burden. 
There will not be any revenue. 

My thought is that this is not a guaranty, like corn and cotton and 
some of these other things. Here you are guaranteeing the resources 
of the Nation: and you are guaranteeing more than just a return of 
payment of this loan. 

Mr. Poacr. Well, we think that there is an advantage to the Gov- 
ernment, of course, in giving this guaranty. We think the Govern- 
ment comes out ahead by encouraging this program, just as I think 
the Government has come out ahead by the program we have had of 
assisting farmers to do these things. I confess that wehave probably 
approved practices in the past that should not have been ap proved 
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Mr. Baur. I think it is tighter credit as a policy, so far as land is 
concerned, in Iowa, and more interest is being asked; but I think 
money is available. 

Mr. Lover. Mr. Chairman / 

The CHamman. Mr. Lovre. 

Mr. Lovee. I know the hour is late, and certainly I will not detain 
vou or this committee much longer. I think you have made an excel 
lent statement, po hnting out the need for the preservation of oul soll 


for the generations to come. 
Do vou know. Mr. Baur. if there is a general demand in Iowa at the 


present time for the type of loa you have been testifying about this 
morning ’ 

Mi Bat _# Rather than a “dem wd” | would Sava “need.” I might 
even avail mvself, likely, even with clear land, if I were eligible. I 
am thinking of a particular landlord. We have a lot of them in Iowa. 


i 


Hy certall ly would ado so, it his tenant could nduce him to do its I 
think of t is man and his farm. He also has to make 1 living. if 
he has to finance conservation practices besides making a living he 
likely is going to do what he can do with just a farm tractor. He 
will build terraces as he can get tothem. But if he can make a Joan 
tora reasol ible ynount and have i blade come in and run the terraces, 


or build this diversion dam, or build this pond, I am sure it would 
speed the th he up I believe that is the tl he we are aiming at. 
Mr. Lover. Do 
take advantage of that type of loan, if it were available? 
Mr. Baur. Yes, I do. 
Mr. Lover. At the present time do you know if there is any credit 


available from either Fed ral or private lending avenciles for the type 


you think the farmers down in your territory would 


of loan we have been talking about / 
Mr. Baur. Not to my knowled 
banker or the PCA man 
Phe Cuairnman. Mr. McIntire. 
Mr. McInvire. Lam sure, Mr. Baur, that your interests, as you have 
testified, are directed toward the importance of structures with rela- 
Lion to conserving the soil and building up its productive capacity and 


ye. Ul less vou could influence yvour 


passing it on to future vrenerations evood condition. 

What is your thought as to those areas of the eountry which are 
essentially in OTass, and the importance of a program o4 building up 
! 


the soil fertility and productive capacity of those farms, wherein it 


s mostly a problem of materials but just as much of an investment in 


long-term ability of that farm to produce, as it is to put a terrace in 
where you have a situation of erosion? Do you not think that that is 
as important in the orassland ireas as are the structures in your 
state ¢ , 

Mr. Baur. Well, thinking of myself, vou might better be able to 
accomplish this job. 

Mr. McInrime. I am thinking of the materials which are used to 
l pgrade the fertility and the permanency of pastures. Those mate- 
rials are used to upgrade the capacity for forage of the land and 
things of that sort. 

Do you consider that it is far more important that funds be used 
on structures where there are areas of the countrv where structures 
are not essentially a major part of the program? Or would it be pos- 





| 
' 
' 
' 
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sible that materials are of equal Importance to those areas as struc 
tures are in other areas, in the long-term conservation program ¢ 

Mr. Baur. I would not want to confine my recommendations to 
mere structures. For instance, if I might give an illustration, when 
I came back from school in the twenties, all the emphasis was on big 
team hitches. I came home and took out a bunch of fences—110 acre 
field, about 120 rod rows—and there was a wonderful sight of fenced 
clear acres. The only unfortunate thing was that it started at the top 
of the hill and went clear to the bottom. In the spring of 1935, fol 
lowing that dry vear, there was not enough humus or growth back 
in the soil, and this water went from one end of the field to the other 
end, to the depth of the plow ing. 


‘Tod L\ that hillside is crisscrossed with terraces. I can take that 
hillside and put in 2 crops of corn in 5-vear rotation, that I would 
not have dared attempt without terraces, but those terraces cost 


money. I have put those on, and with a farm tractor, but they still 
cost money, and take labor. 

Mr. McIntire. But let me inject this right there: Let us say that 
you would return to a New England farm which was in grass, and 


you were going to operate as a dairyman, and you found your hill 
sides were depleted In fertility. Is it not just as miportant as il con 


structive part of soil conservation to upgr ade the fertility of that 
erass hillside, as it is to put terraces into this open type of cultivation 
you mention ¢ 

Mr. Baur. You mean pasture, to increase the carrying capacity or 
to increase the legume through new seed and fertilizer 4 

Mr. McIntire. That is right. 

Mr. Baur. Yes. 

Mr. McIntire. Now, pe rh: aps instead of “structures” I should have 
said “nonrecurring practices,” which, to de fine it in more detail, con- 
stitutes structures and various other items. Do you not think that 
some of these materials which are used to build up the capacity of 
farms which are permanently in grass are just as important a part of 
a soil-conservation program as are the terraces on the farm in your 
State of Iowa? 

Mr. Baur. Are you speaking of fertilizer ? Limestone ? 

Mr. McInrire. Materials. In other words, if I do not need the 
structures or the nonrecurring practices on my particular farm, can 
I participate in th a soil-building program in a long-term program in 
this country, or am ‘ by v irtue of my location and my type of agri- 
culture, outside of an interest which is to the national interest? Is that 
necessarily funneled just to an area where they have some erosion 
problem ¢ 

Mr. Baur. If that means applying fertilizer and limestone to this 
land once, to get it into grass, and you intend to leave it in grass, I 
would say “Yes.” If it is something you are going to do every few 
years I cia | think perhaps we should think of it more an annual. 

Mr. McIntire. Have not some of our ACP programs been annual 
payments on land which is contoured and teininek and things of that 
kind ¢ 

Mr. Baur. You are thinking of tilled crop land? 

Mr. McInrire. Yes. 

Mr. Baur. That would be different from a grass program, which 
you expect to leave in grass, where you make a one-shot treatment of 
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Phe Cuamman. Are there any further questions? If not, we thank 
he valuable in- 


- 
— 


\I Baur. Thank you, Mr. Chairman. If TI may, I should like to 
e record a letter from Mr. W. P. Cater to Mr. Waters S. 
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The CHairman. What is the pleasure of the committee? If 
meet at 9:50 tomorrow mor r we would prol ably be able to | il 
the two remaining witnesses, and have some time for the witn 
are scheduled for tomorrow. 

We could come back later this afternoon, or we could 

Mr. Atperr. I suggest that we meet in the morning. We have b 
here since 9:30 this morning. 

The CHatrmMan. That is quite istretch. I imagine we may have to 
get over on the floor, to consider this rent-control bill. Therefore, let 


us come back at 9:30 in the morning. I am assuming that LOTe¢ 
able to Mr. z usman ana Mr. Clark. 
- Mi Lover Yes, Mr. ¢ hairman, provided they can test f\ first. 


Che Cuairman. At 9:30 we will hear Mr. Ausman, followed by 
Mr. Clark. 

Mr. Lovers. Mr. Chairman, IT would like to ask permission to file a 
° resolution prepared by citizens of South Dakota on April 19, 1953, 
ction with farm credit generally, I should like to have that 
( in the record at this point. 
The CHairMan. Without objection, it will be inserted in the record 
| we GocumMenht Is as follows: ) 


l { f Coninittec t/ Ie ve} ent res, W / ytor 
; f 
L hie hi rie ( ofa ! |) | en r I fair ( st f 
the entire Sta us he of} he Hie l ‘ hants i f ind 
he s «le cle n & Dakota's ( 1 ius ‘ 
ind ex I el ed in Pierre =. - 13 ( \ ] I 
du inal ‘ | ‘ | } ‘ ( 
Nation ! l Sol Dakota w ‘ d I n ‘ 
ck ! hh g \ ) 
hi ) ss Tsai] Ve ock ] cers nad feed { ( CTAVE 
hh 1 lite nh bank t ! lie f ‘ 
r of week ! 
eas th tion st f sudden n <« prices W h is 
ntinuing ; and 
Whereas th D ‘ £ ‘ ! hundreds eed lots thr } 
out the State ere filled with feee when | We! e pea 
nel 
Whereas the price n held at an fl ble ley | h ¢ ‘ ent 
purchase and rire 1 Is vniite prot nee | ( Pe 
ned at peak level nd cattle price e perl ed rd » tk st pre i 


Whereas hundreds of Gis have embarked « farmin nd livesto« entures at 

e prevailing postwar prices, leaving them today to face ertain bankrupt nd 
ruin; and 

Whereas this situation prevailing consistently through more than half of the 


area of the Nation and affecting a proportionate part of the Nation’s popul: 


and 
. Whereas this situation wil nevitably and quis vy demoralize tl] eCOl 

of the entire Nation, paving the I ar I I ull \ | I lier 
sons are fighting and dying: Now, therefore, be it 

Resolved, That it is the consensus of opinion of this representative group of 
South Dakota citizens that t Go ument of this reat esourceful Nation 
mmediately direct the services of its variou ivencies to the following necessary 
objectives 

1 Make available to experienced and « fied teeder CO whi has been in 
storage for the longest period of time, at a price in ratio with the market value of 
finishe cattle 

2. Make available appropriate credit to expert ed and qualified producers 


and feeders who cannot obtain credit elsewhere 
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3. Encourage beef sales to the Armed Forces and foreign aid, to the school 

lunch program, and all similar Government-sponsored agencies dependent on the 

fruits of agriculture for food 

A. J. Williams, rancher; Wayman Smith, rancher; Ira Speers, stock 
feeder and sales barn operator: Robert Burns, elevator manager, 
grain and feed dealer; P. C. Hamilton, rancher; Glenn Rhodes, 
merchant and rancher; John (Jack) Mahler, rancher; D, Chisolm, 
rancher; Cornelius Clark, banker-rancher; Joe Poindexter, 
rancher; M. Hilton, farm implement dealer; C. W. Tomhave, 
banker; L. V. Ausman, State secretary of agriculture; Burt 
Tollefson, executive secretary to Gov. Sigurd Anderson; Clayton 
Bb. Kelsey, assistant secretary, department of agriculture, and 
Harry Lee and Howard C. Anderson, State department of 
agriculture 


The Cuairman. The committee will stand adjourned. 
(Thereupon, at 12:50 p. m., Thursday, April 23, 1953, an adjourn- 
ment was taken until 9:30 a. m., Friday, April 24, 1953.) 








AGRICULTURAL CREDIT 


FRIDAY, APRIL 24, 1953 


House or REepreEsENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 9:30 a. m., in the committee room of the 
House Committee on Agriculture, Hon. Clifford R. Hope (chairman) 
presiding. 

The CuarrMan. The committee will come to order. 

Yesterday the members will recall that we were unable to hear all 
the witnesses scheduled to be heard, so we are going to start this 
morning with Mr. Ausman, secretary of agriculture for South Dakota, 
who will be followed by Mr. Cornelius Cl: ar k, also from South Dakota. 
When we conclude with the testimony of those who were scheduled 
to appear yesterday we will begin with the list for today. 

Mr. Ausman, the committee will be very glad to hear you at this 
time. 


STATEMENT OF L. V. AUSMAN, SECRETARY OF AGRICULTURE FOR 
THE STATE OF SOUTH DAKOTA 


Mr. Ausman. Mr. Chairman and members of the committee, I am 
very happy to be here. I have prepared a brief statement which I 
would like to read and to give some interpolations and explanations 
as | go along. 

My name is L. V. Ausman, and I am secretary of agriculture for 
South Dakota, and have been since March 1, 1946. 

Following an invitation to prese nt testimony to this committee, I 
made a survey of agricultural conditions as they actually exist in 
South Dakota. I might say here, gentlemen, that the specific re 
quest I received was that I would gather information regarding agri 
cultural conditions in my State and the surrounding States, together 
with the credit situation, and also what those conditions might be in 
the event of further price decline and/or a drought. 

I will add further, that as far as credit is concerned, that I am a 
layman, and I am presenting these facts from the layman’s stand 
point, I did, as the result of that invitation, make a survey as to con- 
ditions as I found them in South Dakota. 

The survey I made included 23 counties scattered in all parts of 
the State. Sixty- two people representing general farming, ranching, 
dairying, livestoc k feeders, bankers, executives in insurance e, lending 
agencies, including Federal Housing and Federal land bank, order 
buyers, legislators, market news reporter, crop and livestock report- 
ing service, implement dealers, railroad executives, dairy processors, 
and businessmen generally were interviewed. 


103 








ts been very much concerned with this 


( f everal mont I have had numerous discussions with 
rara @¢ the problei i ite has writtel two letters to Secretary 
\o ilture Benson o1lving his views and expressing his concern. 
1) to ikine t survey L was worried tbout the situation. I 
eve re worried \nv ideas that al prese ted are not 
eC rly e, but the al tm inimous thinking of the people 
rve l. and many others in the State. The conditions that will be 
j ussed it Triie ot ol =O h Dakota but in all States in the 
Misso River B | vestern half of South Dakota is a range 
ountry ere our cattle and eep al ! a: 3 eUste part Ot 
he State Lii¢ orn and oO) en re thre ittie Trom le range 
ire fed Lol } ojtel 
So, we are bot] meerned for regard to the prod ¢ end and of 
preparing cattle for market 
will discuss the cattle situation first. “The sheep situation will-only 
e touched ¢ » note that wi ool sof hel parity, that the 
eep lustry fast « pearing from America. It is generally 
idmitted, even by ittlenn it cattl price have been too high 
relation to the rest of our economy. But the adjustment to a lower 
level] Pel fx ( precipitous. \ prom ent purebred breeder 
the central part of S, it} Dakota t ted tg assets hinve been 
educed by 4 reent during the past 12 months, and that he has 
istrated 50 bulls, many of would ha ld f over S1,000 


‘| he decrease l price ol 
1953 was from 354.07 per hun 

percent We have ho rece 
woul iow . drop that woul 
petore | Lace id LOT doy 


feeder steers last fall was S25 


poul ds, making the original 


| for \pl l. but t we lid the percentage 
Two papers stated the day 


. further of percent on the Chicago 


few facts on what the actual conditions 
the State last fall. The average cost of 
pel hundred. md the average weight 650 


And I would 


CO per steer of S162 oO, 


like to explain, by using a few figures, just how I arrived at those 
umount As ] uid, the average price of a steer was for an animal 
weighing 650 pounds, $162.5 They figure a daily gain of 2 pounds 
ind figure on feeding 180 days, making a total gan of 360 pounds for 
i finished weight of 1.01 por cls T assumed 650 pou Ws of corn 
per 100 pounds of cattle, and 250 pounds of alfalfa hay for 100 pounds 
of gain, and the corn was figured at $1.55 per hundred pounds, or a 


ttle less than the ceiling pl 


n South Dakota now. a dt) 

The estimated cost of ed, 
L.OLO pounds, was S66.70. \ 
the labor cost per steer Was 


+ 
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] 
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steer was $244.20. The average selling price on April 15 was $20.50 
per hundred, which made the sell g price per steer, $206. The loss 
per steer was $58.20. There were 227,000 head on feed on January B 
1953, in South Dakota. The total loss, 227,000 times $38.20, equals 
$8,671,000. And if labor costs are eliminated, the loss is still $5266, 
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probably be no land left idle for crops not harvested, but in many 
cases it will be at great sacrifice. This matter was discussed with 
several hard working, intelligent GI's, who really want to continue 
farming, and other GI’s, who want to start farming. Those now 
farming stated at present price levels they would hold on for another 
year, but if prices should decline further, or . severe drought occur, 
that this would probably be their last year of farming. 

And I might add here, Mr. Chairman, that these young men have 
no other training than that of being farmers. That is all they know 
how to do: that Is What they want to do, and if they are pulled out 
of this occupation, necessal ly t] ey are going to move into other 
Oc’ Upatiol Ss, and s\ el] the labor load and the ul skilled workers in 
other ndustri 


This is a serious and critical situation. The average age ot farmers 
today is the |] ohest In the history of America, If om young farmers 
are forced into other oc upations 1f will mean only one thing: It 
will mean that such farn will be ncorporated into others. This 
could mean corporation farming, which is appearing in some sections 

Ow. Phi could Jead farm operators to go ona labor fol hire basis, 

d the traditional freedom of the American farmer would be gone. 


Our small farms are disappearing, and larger ones taking over even 
under present conditions. 

The number of farms under 1,000 acres in size decreased in South 

50 | 15 percent, while during 

the same period the number of farms over 1,000 acres increased by 


Dakota from 1940 to 1950 by over 10.000, or 


L600, or 22.) percent. 


some means must be found to save the efficient operators among 
our young farmers, and induce other young men to go into farming 
as an occupation. In the event of further price declines or drought, 
the voune farmers will go first, but 1t is also true that the older oper- 
ators will follow. | ey will be able to hold on longer, but the excessive 
costs of operation, and low livestock returns will eliminate them, 


ave been verified by many leaders In agri- 


Phe foregoing points | 
eult ine and all ect ndustries, What are the questions that must be 
civen consideration? And what are their answers‘ The first prem- 
se is that a critical emergency of gigantic magnitude exists and that 
every indication points to an even more acute situation. A railroad 
executive stated that f a lowe price level or a drought comes, not 
only harmers, but nial \ busine ssinen will be forced out of business. 
The second premise Is that voung farmers will be sacrificed and 
eleminated from agriculture, and the third premise is that ways must 
be fou d to keep money flowing nto the Middle West. the bread- 
basket rf Amer! a. f 1 stable economy 1s to be maintained. 

It is a well-known fact that curves on all charts showing the rela- 
tionships between farm income and total income run parallel with 
farm income declining first, and total income following after a lag 
of from 9 to 12 months. The total income slump is beginning to 
come into the picture. In many cases farm machinery sales have 
slowed dow n considerably. 

I talked to an implement dealer in a small town in the west Mis- 
sourl River area who told me that the implement sales this year were 
down 41 vercent, and that he had already cut more than $40,000 
worth of orders for machinery for next year. 
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Automobile trade-ins are greatly reduced in numbers, or are so 
reduced in price as to have little trade-in value, and farm real estate 
and city home sales have also suffered a slow-down during the last 
12 months. 

What are the answers? 

First, support prices must be continued during this emergency, may- 
be for from 3 to 5 years or until a better plan can be evolved. ‘This 
may entail controls, but until the emergency 1s passed, that chance 
must be taken. Several farmers stated that they did not like sub- 
sidies, and realized that it took part of their freedom away, but as long 
as industry Was protected by tariffs and direct subsidies, and labor by 
minimum-wage scales, that the farmers must have protection, too; 
one voung farmer stated that if ai v other way could be devised, so 
that he could continue farming, he did not want a subsidy, as he did 

ncome trom the Government. Farmers 
almost unanimously feel that they cannot be on a free market, while 


not like to receive part of his } 


all the rest of our economy is ona protected market 

Second, import restrictions must be imposed when needed. It is 
unrealistic to have price supports and controls ar d then let foreign 
commodities flood our markets at lowe cOomMmpelltlve prices. The dis 
astrous position of wool is a case in point. 

Third, America’s public debt is the highest In) history. The present 
veneration that has made this ovreat debt sho ld pay « ff as ibstantial 
part of it. If this purpose is to be accomplished, America must main 
tain a high-level economy. This cannot be done by declining prices 
or dear dollars. 

Fourth, food, instead of dollars, at least in part, should be sent 


to other countries in foreign-aid programs. ‘This is true, at least, for 


perishables, including butter and meat. It is not important if this 
food is resold by foreign countries. That would give them more 
money to buy niore commodities from us, or to bolster their own 
economy. It would also remove our surplus food and get it to the 
hungry people of the world. This was proposed by many persons 
interviewed, including a market-news commentator, a lending agency 
representative, and several farmers. In addition, the sale of beef to 
the Armed Forces, and local school programs should be continued and 
accelerated. 

Fifth, the loan program for nonperishables must be continued with 
more attention being oiven to requirements which will prevent spoil 


re 


age. 
Sixth, make available to qualified feeders corn now in storage for 
the longest period of time at a price in ratio with prices for finished 
cattle. This would induce feeders to continue operations and stop 
plown o up pa stures, thereby adding to out already large surpluses 
of corn, which will result unless the price of corn and finished beef 
can be on a ratio so that feeders will continue their operations. And 
right here, gentlemen, I could cite a great many cases in South Dakota 
and in the surrounding States, where the feeders are not feeding next 
vear. According to one feeder-farmer in South Dakota, who raises 
some 1200 acres of corn which he uses fo feeding of cattle, puts 

silage, who said this vear, unless this trend can be stopped and he can 
find out where he can make a profit by n aking feed for his eattle, 
that 1.200 acres of corn will go under the ceiling. And, we are going 
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packe as @YTass fed cattle. and even worse, aha the readit sil ite 
ll be untenable. 


Mr. Lovrr. Is there plenty of credit at the present time for thi 


} 


reeders and ranchet Who Want to stay hn wus ( to carry them ov 
e present hump ¢ 
Mr. LUSMAN a) 5 1s ot the time of vear w thre eed To? re 
1 worst ot ce rng to) ( producet thy ( 4 he 7 ; 
rel d oil t Urry « elr operatiol 4) ( the itt ie 
round the pa ture, and there 's not such a br ble for cattle. t 
the winter and fall particularly when the need for cred s wo) 


Mr. Lover. What was the credit conditi n the West River d 
Trict and | do not represent the West Rt ver district last \ 
Mr. Ausman. It was not so bad. 


Mr. Lover. Tf the slump in prie not checked, what will be t 
cred { condition next winter / 

Mr. Ausman. It will not be availa le, because banks are ni 
fo their limit, and a ereat many have ewone ove} eir limited 1 0 of 
yell on account of the margin loa ind Tan peal uy \ ( 
of feeders. Many loans that were vood a vear ago, Good, SOUNC bay 
hl today re very l OUNG bye LUISE ) pel ( . GF ti isset 

PCLT ) have i appenrnmres \ i i trie 

! oft sect if which the ba riowecd to nat it \ I] vet ore 
niess something ean be done that will enable this group to be te 
their credit. 

Mr. Lovrr. Has there been a tightening up of credit the ] f', 


onths ¢ 
Mr. Ausman. There has been a process of tig] tening up now by 
revi sot nterest being ra ed ind requ neg more collateral 


Mr. Lover. Then do I understand you correctly, that if the dow: 


rd price hot checked, 1 { daditional cred I es W vi 
i he made | theray ners ni d feed ive TO ¢ rry on 4 
Mr. Ausman. That is me@ht. and it pnossibl t the tuntio ( 
leveled off right here—and that one of the t hes that men to 
ie to tell this comn ttee, tl { i ePCeSSHTYV Te ve Thell recatt t 
thev would lke in some wav to save their credit Ly : e The 
rotten to the point where then rein has abe { ippeare 


Mr. Lovrr. I believe that js all: thank you very mucl 
Mr. Harvey. I would like to ask Mr. Ausman to give us his idea 
is to the status of ranching in west South Dakota with regard to the 


mortgage status on farms and on these ranches, carrying a heavy 
mortgage load as they are now. 


Mr. At SMAN 


I do not lke te do this. Mi Harvey. it the n 
to follow me. M1 


Clark. i West River rancher, and I t nk he 


in give rou aehnite answers WV ere Tide Wo ld be « very venel 
Would vou mind asking him that question / 

Mr. Harvey yl oht la k you if vou could over the same ne 
regard to the east ? 

Mr. Ausman. East of the river ? 

Mr. Harvey. Yes. 

Mr. Ausman. The problem out there now is one of hig t « 
operation. and the high cost of feeding cattle and livest« 


reduces the prices we 1 t take. The real-estate mortgage 
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not in jeopardy as of right now. It is the other part of our economy 
that is very vitally affected. 

Mr. Harvey. In other words, it is not the capital assets that are 
overloaded : it is the operating phase of the credit. 

Mr. Ausman. That is right, very definitely. 

Mr. Harvey. I would like to ask you also if it is not true that we 
normally consider the cattle cycle running over a period of approx!- 
mately 8 years? 

Mr. Ausman. That is probably a little longer period than we gen- 
erally consider, but it is not too far from right, Mr. Harvey. 

Mr. Harvey. And that due to varying circumstances, that were 
rather unusual, caused by the war and other factors, the cattle cycle 
has experienced a long period of increased prices, and that instead. 
of having a normal curve with a gradual increase in prices and then 
a gradual drop hn prices, 1n this instance we had a long period of time 
when the curve was up, with certainly a long period of time with in- 
crease 1n prices, and then the cutoff came very suddenly and precipl- 
tously, which has put the cattle feeders, more so the ranchers who 
produce and feed, in a very unfavorable financial position this year. 

Mr. AusMaAn. That is very true. 

Mr. Harvey. Within the past 12 months. 

Mr. Ausman. That is very true. 

Mr. Harvey. And then, of course, the question seems to be—it is 
sort of an academic one—whether it is better to cut the dog’s tail off 
an inch at a time or at one wha k. 

Mr. AUSMAN. That is a very cood statement, Mr. Harvey, but I 
would like to discuss this further point, that no segment of our econ- 
omy can suffer a S89 bilhon loss without affecting the rest of our 
economy. You men all know that the stitisticians have shown us 
charts over the last 30 years, and most of those charts show curves run 
ning almost parallel, and they run ata ratio of about 7 times to 1, 
which means that a S89 billion loss in one seoment of our national econ 
omy, Within a year, would mean $60 billion downward trend in our 
national total income, unless it can be leveled off, 

Mr. Harvey. I am in very hearty sympathy with that statement, 
Mr. Ausman, and I think you are exactly correct, that if we permit 
roricultural prosperity to si ffer, the whole economy will suffer in 
proport Ol wand [hope that you will not feel that In questioning you | 
im not Insvmpathy with vou, because I am very much so, 

Mr. Horven. Mr. Poage. ; 

Mr. Poacr. I am not sure that I am in full agreement with all vour 
recommendations. IT would like to be able to see them all carried out. 
because [ am in full sympathy with what you are trving to do. But 
you have stated a problem that all of us are up against. I would like 
to refer to your recommendation No. Oo, W hich states: 

The loan program for nonperishables must be continued, with more attention 


being given to the requirements which will prevent spoilage 


I think vou recognize the same weakness that J recognize in our 
program. We cannot support any program if we cannot control either 
the pre duction or the distribution oO! disposal of those products, and 
and that is the difficulty we find in most of the perishable commodity 


programs. 
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Mr. Ausman. If I am rightly informed, Mr. Poage, it is my under 
standing that some of this corn, in fact, 70 percent of it, is 4 years old, 
and a part of that corn is spoiling at the present time at a rate of a 
great many thousands, or maybe million bushels, and that is the reason 
this recommendation is made. 

We do not like, and we do not believe that we should store food and 
let it spoil. 

Mr. Poace. I agree with you, and they ought to take this corn out 
ana replac eit with new corn. It seems to me that the problem we have 
had in some places is lax administration in not taking out the old and 
replacing it with new. 

When they put the corn in storage and it is replaced in a year or two 
with new corn, and take the old corn and sell it, and put the new corn 
in storage, it will not Spoll. Is that not right ¢ 

Mr. Ausman. That is right, but I understand that a great deal of 
this corn Is over t yews old, and 1s | eginhing to spoil In quite an ilarm 
ing measure. 

Mr. Poace. And that is the corn you had reference to, 1s it not? 

Mr. Ausman. That is correct. Now, may IL ask you a question, Mr. 
Poage. 

Mr. Poace. Certainly. 

Mr. AusmMan. You say that we should take the corn out and repla 
t with the newer corn, and I am in full accord, 100 percent, with you. 
But 1 would like to ask you how can you take out the corn, when 90 
percent of the corn or more @oes into feeding of ecattle—a small part 


| 


of it is used for making corn flakes, but the large part of it is con 

med in the form of producing meat. and when the corn costs more 
than the feeder can vet out of the cattle, the corn that is produced 
is goIng under the ceiling, so that more of it is going into storage. 

Mr. Poace. I think the corn is selling around the ceiling price; is 
it not ¢ 

Mr. AUSMAN. It has been selling at the ceil ne price, and they ean 
not sel] Il below that. 

Mr. POAGE. | know the Corh we DU down 11) iy county, we have to 
pay the ceiling price for It. 

Mr. AY SMAN. The teeders wil] not do th it at the present price of 
corn. 

Mr. Poace. I do not know. I talked to one man from Oklahoma, 
day before vesterday, who had been fer ding corn this winter to « attle. 
We were talking about the price of cake, that is, cottonseed cake, and 
that the price of cake is too high. We have been paying, i mivself, 
have been paying about $96 per ton, and shipping it 225 miles, which 
makes it run over $100 per ton when I get it. 

This man said he had been buy ng corn, And I think he told me at 
$1.79, and he said he thought it was cheaper than the cake, but if we 
could vet the cake down to 890 that he would like to buy the cake. He 
thought that with the price announcement of the Department of Agri 
culture, he ought to be able to buy corn at a little lower price than now. 


i thought. there was a lot of corn selling at the ceiling price and above. 


I do not mean that he is simply going to buy it and take it out and 
dump it, but you have got to buy up enough corn to replace it, and you 
have got to buy enough at a price to meet, to pay 90 percent of parity 
when you buy it. 
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Do vou mean you do not believe in 90 percent of parity? 





Orry I meant that we cannot ind shoul ) ) e tO put up 
“1.50 for corn with the idea of going to have to se! or ¢o cents 

Mr. Poace. Lagree with vou. We got off on the emergency period, 
but | think vou must ve] rally ree with the Idea that we not have 

permanent program im Whieh the Grovernment is gorge to subsiad 
the pi ce of corn to cattle feeders or anybody Ise, Tol mat matte! el 
anv substant al period ot time Phen, do you believe I po ~ e to 
havea permanent support price ot corn 7 

Mr. AusmMaAn. That involves so many answers that LT would say here 


that the people I have Interviewed tell Ine that the support price has 
got to be continued until a better plan can be evolved. That is just 
about the answer that evervone gave Ine 

Mr. POAGE. Which means everybody wants to get the timiut for What 
they produce, and « vervbody Wants to bUY Corn is cheaply us they can. 
As Tsay, Lam not a corn feeder We used cottonseed, but we did not 


crow one bale of cottton this last vear, due to the drought: but oul 


jariners do grow cotton and they want to sell cottonseed vnicl WOLLEC 
hike to get as much as they can for that seed I would hke to be able 
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place t in Where my friend who 1s ere Tron Na i om olit Vant to 
draw it Chev would like to be able to buy corn to feed their chickens 
d dairv cows: they would | ke to be al ie fo Gro orn to buy corn 
che | but thev would like to sell then product at a Tan price. But 
this sa general problem: it Snot a sectional problem. and it cannot be 
wmnswered On any such bas - lt nea vot to he ipproached from the 
overall sStuandpornt., considered, Trom the stanadporrnt of What us best 


for our national economy 
\i 7 Po Gl That . hat | un trying to get now. What ao you 


th k: where do vou think W ¢ ould draw the line 
Mi AUSMAN Wel the Government is committed to 90 percent of 


pat Ve and | will or wong with 90 percent Of parity tor the next 2 
vears, and [ will for a longer period, until—if a better plan cannot 
be evolved on a national scale by the end of 1954 

Mr. Poacr. I think you al d J ivree basically, but do you have a 


Mr. AusmaANn. That is right. 

Mr. Poace. That is what 

Mr. AusmMan. Frankly, I] do not know. 

Mr. Poage. 1 was asking you if you had any better plan, 

Mr. AusMAN. No: I do not. 

Mr. Poacr. That is why I am trying to get your suggestion, be- 
cause we are all facing the same problem. I do not have the answer. 

Mr. Lover. Will the gentleman yield t 


Mr. Poacr. Ce rtainly. 
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Mr. Lovrr. As I understand Mr. Ausman, as a temporary measure, 
he feels that perhaps it would be better if there was some plan that 
could be devised whereby the sale of this corn can be made to 
feeders 

Mr. Poacr. Yes. 

Mr. Lovre. At a lower price. We have a similar situation in butter. 
We have a tremendous amount of butter on hand, and of course it 1s 
better to dispose of it rather than let it spoil. And at the present time, 
under the present situation, the ranch people just cannot afford to 
feed these cattle at the present corn price, $1.30 to $1.50 per bushel. 

Mr. Poacre. We have been feeding corn down in the Southwest, 
which costs a whole lot more than that. because in order to get it and 
feed - 
Mr. Gotpen. May I ask, Mr. Poage, if there is not authority with 
respect to corn, or any other commodity, for that matter, where the 
Gaveranent. in case of damage, or threat of damage to the stored 
grain can sell it at less than parity ¢ 

Mr. Poacr. Yes; that is provided for in the act, where it may be dis 
posed of at less than parity, and I can readily understand the proced- 
ure, but we would not want to buy up corn, go out on the market and 
buy it, let it spoil, and sell it for less than parity. 

Mr. Arserr. Is it not true that corn, when it is damaged to a cer 
tain point, cannot be fed ¢ 

Mr. Ausman. The cattle will eat it, but there is no food value in it. 

Mr. Atrerr. And cannot get any value out of it. 

Mr. Ausman. Yes. 

May I make this further statement, Mr. Chairman: It seems to me 
that there are two prongs to this corn situation; the question of it 
being fed to cattle, if you are going to prevent spoilage, as you can, if 
it goes into cattle. And, if you cannot sell it to people who will feed it 
to cattle, at the support prices that we have now, then what is the 
answer, except to sell it at a ratio where feeders can buy it—and that 
is the third prong, because by so doing you will keep these men oper- 
ating, keep them on the farm. 

Mr. Aueerr. The answer is to either feed it or do away with 
sooner or later ? 

Mr. Ausman. That is correct. 

Mr. Atzerr. When you have a support program, the Government 
has got to assume some loss. 

Mr. Ausman. That is right, yes. 

Mr. Atserr. And that is what you regard this? 

Mr. Ausman. And having assumed the risk, they cannot afford to go 
any further and hold this corn, because by taking advantage of the 
use of it, they can enable these farmers to carry on their operations by 
which they will be able to pull themselves out in the end. 

Mr. Atrert. Another question: In my area we have ranch cattle, 
with a great many young operators, men who came in and brought 
cattle, using their credit, when prices were high, and they have been 
very hard hit; they have improved their pastures and their buildings; 
they got loans from the land bank to help buy their ranches, and 
now they have come down to the situation of short-term loans on their 
chattles, which they have got to refinance or lose everything they have 
made. 

Mr. Ausman. That is right. 
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Mr. Avsert. Do you not think we have to have some kind of a pro- 
gram that will permit these boys to work their way out, because in 
the long run, over a long period of time, the vy will be able to do so. 
These are people who have a good credit standing, good character 
and if given an opportunity they will continue to be cattle producers. 

Mr. Ausman. That is in my last recommendation. 

Mr. Aveerr. And I agree with that recommendation 100 percent. 

Mr. Horven (acting chairman). We have nine more witnesses, and 
it is our hope that we may conclude the hearings today. 

I just want to say to Mr. Ausman that I am very glad to have had 
his presentation of conditions, particularly in South Dakota. I reeall 
with great pleasure the very fine statement. you made in Sioux Falls 
about 2 years ago. 

There are many problems involved in your presentation, and we 
would be delighted to interrogate you more, but time will not permit. 
The very things you have e mphasized involve problems that confront 
us all. We realize that the high price of farm help and machinery 
and other operations are causing a great deal of concern, not only to 
farmers, but to livestock producers as well. 

Mr. Ausman. Yes, 

Mr. Hoeven. I think you should know that the subcommittee on 
livestock is giving a great deal of attention to the cattle situation, and 
has made several recommendations. We appreciate the problem. 
Some of the meat surpluses are being directed into the school-lunch 
program and to the armed services. We also have standby legislation 
ready in the credit field, which will be utilized if necessary. We have 
found, up to this point, as a result of surveys and reports back to us 
that there is no particular pinch as far as credit is concerned. 

During your survey, did you find anything different ¢ 

Mr. Avsman. Yes. And I have this recommendation, or suggestion, 
as gathered from these people, that this action on credit must be taken 
almost immediately, because of the short-term loans, which the banks 
are only allowed to make, and will be coming due about August, 
September, and October, after the crops are harvested, and that at 
that time, if something has not been done, the pinch will have already 
taken place, and so they feel that the next 60 to 90 days is extremely 
important, and the extreme limit. 

Mr. Horven. Do you know of any cattle loans that are being 
liquidated in your area ? 

Mr. Ausman. No; the sales are not. The loans are in a different 
situation, when the loans fall due. 

Mr. Hoeven. Are there any banks in your area telling the cattlemen 
that their loans are in jeopardy and are likely to be called? 

Mr. Ausman. That is right. 

Mr. Hoeven. You have had statements to that effect from bankers? 

Mr. Ausman. Yes. I would like to say, Congressman Hoeven, 
that I had hoped that I would have an opportunity to visit with you 
myself and discuss the matter with you. I would liked to have told 
you, when I was on this survey , that I talked to several men from 
your district, and they gave me the same story as I have told you about 
South Dakota. 

Mr. Avzert. Is it not a fact, in the range area particularly, that 
there has been a tightening up of credit? 

Mr. AusmMaNn. Very definitely. 
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ut gone as a result of the drastic drop in cattle prices in the last year or 
the drop in sheep prices and the lower trend in prices 


If we should have an adverse year in respect to grass and crops, there are many 


operators Who will find themselves out of business In other words, if we should 
experience a drought, coupled with a still lower trend in prices on farm produce, 
I fear that the impact of this on the agricultural economy will be such that it 
will affect not only many farmers and ranchers, but businessmen in towns and 


cities will feel the serious repercussions of a greatly reduced agricultural income. 
In my opinion it will not only force many farmers and ranchers out of business, 
but it will also force a number of businessmen in towns and cities to close their 





< rs 

Phe dairy industry has already felt the pinch of declining prices. We have 
dairymen in this milkshed who will be out of business within a year under 
present conditions The reason for it is that milk prices have come down while 
reed ts and other costs relating to the operation of the dairy business have gone 
up It is a serious situation with which many operators, dairymen, farmers, 


ranchers, and others are facing at the present time 

It seems to me that the trend during the past year has been reflected in the 
reported returns to the collector of internal revenue, who reports that the col 
lections for South Dakota in 1952 were approximately $2 million less than those 
of 1951 It seems to me that unless there be ample credit for those operators 
who are carrying on on a conservative basis but find that going is a little tough, 
we may reach a situation that could become as serious as that experienced in 





In preparing this statement of conditions as I view them, I have tried to be 
realistic and as fair as humanly possible in making this appraisal 
Sincerely yours, 
RAYMOND F,. LUND, 


jgricultural Agent. 


RvusHMORE Murua. LIFE INSURANCE Co., 
Rapid City, S. Dak., April 10, 19538 


Necretaryu of Agriculture 
Pierre, S. Dak 

DeAR Mr. AUSMAN: As per your request, I will write you a few of the things 
that I have heard pertaining to the outlay as to business conditions for the 
immediate future 

First of all, will say that in loaning money, we have found that conditions 
have changed considerably since a year ago and that it is almost impossible to 
dispose of any property for ‘or even a reasonable down payment. 

Where it was usually custom get $2,500 to $3,000 down, now it is hard 
to get a payment of $1,000. For this reason, we have cut the value of property in 
making loans, at least about $2,000 on every home, and since we loan on a 50 
percent basis, you will see that we are loaning about $1,000 per house less this 
year than last vear 

Also, the request for loans has tripled in the last 4 months. In driving through 
the country and calling on the various people, I find that there is an attitude 
that a change is coming and that this change is going to be downward. So the 
people are just sitting back waiting to see how big this change is going to be 
before much business can be transacted 

his feeling, I find, is quite widespread in North Dakota, South Dakota, and 
Montana, and from the same I get the feeling that things are rapidly approach- 
ing the same condition that existed in the early 1920's. I have even heard some 
people say that it won’t be long until there will again be articles such as were in 
the early 1920's writing about the Pain in the Northwest. 

Undoubtedly a lot of this is just a scare and before too long proper steps will 









} 


he taken so that we will not have another depression in the farming areas as 
we had at that time 
Yours very truly, 
W. A. MUELLER, 
President. 
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THE AMERICAN LEGION, 
DEPARTMENT OF SOUTH DAKOTA, 
Beresford, S. Dak ipril 14, 1953 
Mr. L. V. AUSMAN 
Necretary of Agriculture, 


Pierre, S. Dak 


Dear Les: After you and Denny stopped I have been thinking over some of the 
matters we discussed and also some of the things I did not think to mentio! 

Kirst, | think all forms of foreign economic aid requested by other countries 
should not be in the form of dollars but should be limited to commodities which 


we raise or manufacture This would aid our industry and agriculture and 
would not permit our foreign friends to take our dollars and use them to buy 
things from countries with lower standards of living and cheaper prices Phis 
would keep our agricultural commodities from spoiling in storage while we give 


away money to purchase the same things. We have no right to deplete our 
soil and permit spoilage of that raised 

Second, credit facilities on a basis of sound credit, now in existence are able 
and adequate to handle the farmers needs without creating any new bureaus or 


credit Channels in Government True, we have been on a 10-vear drunk of high 
prices, and all of us know and realize that the hangover is coming on and that 
we must sober up to a peacetime economy with some lower prices. High credit 
levels on short-term credit must be lowered Long-term credit has been granted 
on long-term normal income factors and will not fluetuate True there will be 
some who cannot make their payments and will fold, howeve the Government 
cannot supply the management brains to the weak, nor can they give him credit 


or subsidy, as this destroys private initiative and the awards due the efficient 


and places the inefficient in competition with him 
As evel 


H. A. Krvi 


STATEMENT OF CORNELIUS CLARK, STANLEY COUNTY, S. DAK. 


Mr. Horven. Mr. Clark, will you give your full name for the record ¢ 

Mr. Cuark. Cornelius Clark, formerly a banker at Wendte, Stanley 
County, N. Dak.. for 10 vears, anal operated a ranch in South Dakota, 
Stanley County for about 18 years. 

I was asked to come here, selected to come here by a group of busi- 
nessmen, and bankers and livestock produ ers and feeders in our terri 
tory. I was told to try to Inipress upon this committee the emergency 
and urgency of the situation, and that some action should be taken 
by the Congress to do whatever 1s necessary to get done, to carry us 
over the crisis, Which is a terrific one, and one which 
repercussions all over the Nation if it is not met. 

In talking about the long-range credit, just let me tell you what is 
happening, and the way it is happening: The margins are just dis 
appearing from some of the loans at banks. The man makes a loan, 
and, say, has bought a cow that was worth S268 at the time he bought 
it, and now he finds that cow is worth only $125. That is a lot of 
money for a person to lose on just one purchase. 

Cattle feeders cannot continue to go on and feed cattle, when they 
know they are losing from $75 to $125 per head. They had done that 
for some 2 years. But their margin is gone. The banks cannot carry 
them any more, not because they do not want to, but they cannot con- 
tinue to keep on carry ing those fellows. 

The producer's primary interest is in a market, so far as the beef 
steer is concerned, and his only marketable article is the fed steer. He 
feeds his steer on corn for a certain time, and the feeder is not going 
to be able to buy those cattle next fall. And he is not going to do so, 
when he knows he will have to pay $1.35 to $1.50 for his corn, and in 


s going to have 
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Mir. Crark. I think if von could fix it some way so that this corn 
ce be made available to the feeder at some price, which would be 
I ( ratio to the present ttl prices, so the Teeders would see that 
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af 
Vir. CLark. | understand t t vou already vi wl a reduction 
ottonseed cakes, fol nstanee, 


Mr. Poace. But what about wheat and oats: vou will have to 
irr the program 1 ht ol down through all of them. 

Mr. Ciark. That is right. 

Mr. Poacr. With a subsidy. and where ar e voing to stop é 

Mr. Crark. I did not sav a subsidy for the producers and the 
feeders should be made available. . 

Mr. Poacr. T understood you to say a subsidy. 

Mr. Ciark. No: I am sorry. 

Mr. Poser. How are you going to carry out such a program without 


1 


owering the prices all the way round? It would affect the price of 


oO 


Mr. Crark. That is right. 

Mr. Poace. Wheat and other commodities. 

Mr. Cuark. That is right. 

Mr. Poacr. How are yor going to have a parity price, if the Go 
ronment is going to maintain 1 parity price, under any such program ¢ 


el I 
How far do vou think the Government can go: how much loss do 


vO t} I 1 should i line 
Mi ( LARK, Where here, vou ventlemen, 1 eems to me, have 1 
terrin problem. ind vou re going to have to welgh the facts. OMe 
ag st the other. to see wv neh vou ant to el bi} te, And mv are 
ent is that the eatt le produ erand the ittle feeder, by trving to Ke 
from taking a loss ind cor s not the only thing, vou have got to 
he position to feed the rcattle. the r livestock, 


Mr Poaai Of com e. there voing to be i loss to these produc sy, 
but tet. remembe} t| it the (rovernment has rot some stake nt 
program, too: the Government has a price-support program, and how 
} oss do vou think it can assume / 


] 


Mr. ( LARK Well. let is look if the cattle ndustry ; it has 1 ike \ 


on loss already. 


Mr. Poacr. But 


vou think the Government can stand: how much do you think we 


vetting back to my other question : How much do 
should spend ol such a program on the part of the Federal Govern 
ment’? We have the same pra ‘tical matter there as we have for the 
other con mod ties, 

Mr. CLark. I think vou have got to have a certain limit and Say 
that we wll t vo far enough to enable them to get this corn, other 
ise you are not going to have any beef, and if you do not get the 


heef, vou re going te have e consumer and the housewife on you 


Mr. Poacre. That is right. I do not want to see any drop in farm 
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Mr. Crark. But the Government is in it, and the Government has 
got to take a chance in helping them work their way out. 

Mr. Poace. But I am afraid that the recommendation would have 
the effect of a general lowering of all farm prices. I am not sure that 
I follow the suggestion you make, that it would not result in a general 
lowering of prices. ; 

Mr. Auserr. Do I understand your thought is that this might be just 
a subsidy to cattle feeders / 

Mr. CLark. It mav be— 

Mr. Atserr. With a reduction in the cost of corn, to the feeder. 

Mr. Crark. With the Government in it, you are going to have to 
he ip these people some way, 

Mr. Poace. Do vou think that a depression is inevitable ¢ 

Mi . { LARK. I am not rong tos L\ that a depression is inevitable. no: 
but I do know that the losses that the cattlemen have suffered is 
LO to put the catt ley en out of DuUSINeSs, the feeders out ot business, 
unless something can be done to help them work out a solution with 
the problem they are up against. 

Mr. PoaGe, | agree with vou, wholeheartedly: but would it not be 
better to keep thie price ot cattle up, than to bring the price ot every- 
thine down 4 

Mr. CLARK. We lI. you h ive had beef prices up for sO long 

Mr. Poagre (interposing). That is true, but we have tried—— 

Mr. Cuark (continuing). I do not know, of course, I do not know 
what the cattlemen in Oklahoma think, you are from Oklahoma ¢ 

Mr. Poacre. No: lL am from Texas. 

Mr. Crark. Well, Oklahoma, and Texas, too: the cattlemen’s asso 

ation in ‘Texas Passed a resolution Indicating absolutely they did not 
Wahtas bs ay. 

Mr. Poacr. That is right. 

Mr. Cuark. And the cattlemen in Oklahoma said they did not want 
a SUDSICY 

Mr. Poacr. You are very right: we do not want a subsidy. 

Mr. CLtark. The people as a whole do not want a subsidy, I mean a 
subsidy to hold the market up. 

Mr. Poace. What is this, but a subsidy ? 

Mr. Ciark. To an extent you are right, it is a subsidy in that the 
Government is taking a terrific loss, we will Sav, a D0 percent loss on 
corn, 

Mr. Poacr. That is a subsidy. 

Mr. Crark. Not a straight-out subsidy, but in a roundabout way, 
to keep this seoment of the Industry 


YoY’. 


Mr. Poace. I am just trying to find out whether these people sug- 
gest a subsidy. 

Mr. CLark. Well, sometimes we have to pay at the start, but I think 
you will find that the money will be coming back. 

Mr. Horven. Gentlemen, this is a very interesting discussion, but we 
still have other witnesses to be heard. 

Mr. Lovre. I would like to ask this question: What is the general 
credit situation out in the West River area / 

Mr. Ctark. The credit situation in the West River district, up to 
this time. nobody is being shoved. no one is being foreclosed, although 
there may be | or 2 who are pretty close to the margin; some of them, 
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their margin is gone, and for others it is going very rapidly; they are 
behind on their loans, and the banks have got to take action. 

The banks are saying that they are going to have to stop—— 

Mr. Lovrr. They have not started as yet ‘ 

Mr. Ciark. They are going to have. They do not want to force 
these people to sell. When you talk to the banker he will tell you that 
we are not having trouble yet, but we are going to have to ask the 
borrower to arrange to put up additional security before we can make 
any more loans, or before he can get any real-estate loans. At the 
present time the quic ‘k assets practically do not exist. 

Mr. Lover. And in the West River district they have had to go to 
the banks to get money to tide them over. 

Mr. Cuark. In the West River area, just like the other part of our 
western area, they are heavy borrowers, and have always been, just 
like all of the ee has been developed, and it is so in the West River 
country, of South Dakota, they do owe money on their ranches, and 
on their farms, and their margins have been saved for livestock pro 
duction. 

Mr. Horven. Thank you very much, Mr. Clark, for a fine statement. 

Mr. Cuark. Thank you. 

Mr. Horven. We will hear briefly from Mr. Dave Wickens, also of 
South Dakota. 


STATEMENT OF DAVID WICKENS, REPRESENTING FARMERS FROM 
SOUTH DAKOTA 


Mr. Wickens. I am David Wickens of Avon, S. Dak. I have a 
ranch there in Bon Homme and Charles Mix Counties, and I would 
like to support the statements which my fellow South Dakotans have 
made. 

Mr. Lover. I just want to add this: that in addition to being a 
rancher, Mr. Wickens is also a member of the South Dakota Legis- 
lature. 

Mr. Horven. Do you have a prepared statement, Mr. Wickens? 

Mr. Wickens. No, I do not have a prepared statement, but I would 
like to speak a few minutes. 

For the information of the committee, I may say that I was formerly 
an economist with the Bureau of Agricultur: al Economics and recently 
have been a staff member of the Brookings Institution. 

With regard to this emergency situation discussed this morning, I 
— 1 like to say first that in my personal view the situation described 
by the preceding spe: akers is a real one; that the cattlemen are in real 
difficulty. 

The cattle that I sold in my place last fall just about cleared the 
cost of the cattle a year before. The feed and the labor and overhead, 
through the year, was lost. We have some diversification in our 
area, the southeastern part of the State, and that helps in a situation 
of this kind. 

But, as has been described by my neighbors, there are many cattle- 
men in the State who concentrate on cattle; and thev have not been 
that fortunate. 

Now, this is particularly true of the young men who have come 
into the industry since the war, many of them GI’s. They are effi- 








le asset in the live- 





{ f ol young, they are a valuab 


| only our State, but I think the country, has a 
terk thie terest of agricultural producers of that kind. 
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ipitalized vah the result has affected the cattle industry, too 
Now. t e ttielhanh., oO} a part, ha almost never asked for help 
\\ n other 1 { ere being pported, the cattlemen did not ask 
ror ely \ { it is still true = 
In talking with hundre of farmers and ranchers in my State last 
hime! ind fall. I found « ly one man who thoug t that there should 
be a support to cattle prices. Nevertheless, the cattleman in this sit 
isatle 1 victim of th supports for othe parts of the economy and 
of the inflationary poliey which th Government has fostered fon 
inv veal \ d He 1s not to blame for that. 


Ne ther the banker who fi ances the ¢ ittleman re ponsible for 
it inflationary policy 


[ make tl] oit to indicate that the Government has an interest 
ind a responsibility t | matter and that it is not just a matter 
( concer thy ittleme 
ere are TWot os WI » could be done to help in this situation 
ni\ op nol The pont nas peel made that {si rplus COrn CoO ild 
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Lpope rtcor) I es how perm an would be a help to the cattle feeder. 
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LO { ittleman by MNpros ne the basis for loans. 
How best to do it is a matter for the Congress to consider. But I 
rt erate that the Government has some re pons 1) lity to consider that. 
B nefit that would result would he first to ennble the cattle feeder, 
hose normal | hess If s to finish feeders and stockers, to continue 
operations on a more normal basis. More fundamentally than 


1 


it. it will enable the banker and the agencies that finance the farmer 
tod »SO Oo} 1Solil (| bas sand to continue normal operations of financing 


the cattle industry in a way which they now have difficulty in doing. 


That would be constructive Right now the banks are under some 
cap, though thev are show ne a sple id ad satt tucle- —which has 
Deel nilicated by the evidence presented ind they are thoroughly in 


support of the cattlemen and the farmers in this difficulty. 
The banks themselves are partly victims of the inflationary policy 
vhich the Government has followed. They have, during recent vears,. 


folie wed rconser\ itive pol ey and many of them have invested heavily 
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bonds, like every 





a. have been inflated. And now, with a Yeturn to sounder 
finance, of which Vol ire well aw ire, those bor as are worth less, il 


they were to be sold, than the amount paid for them 

| talking w tha central banker the other aay, he observed that as 
far as many banks were concerned, their bonds were frozen in thei 
baa ks. They Ci 


mnot a pose ot them vithout i SubDSTHhitial loss to 
thelr Apt il. No . the banks ire not respon ble ior til . Lhe \ 


chose the rhest type of est) tinan effort to make their instit 
hor ccure. 

In this situation, supplementing a lower price for surplus cot iT 
reg i think that the Government might well assist ovr finat il 

tions to he!p them carry through this emergency 

Cheaper corn, if it could be provided, 11 nterim and ona ter 
porary bas ~ Would be one constructive Tactol We ire at IT e bee l) 

vy of the wrass senson, and the Whole cattle dustry sho id De mun 
roved by fall as far as the intrinst of the vestor 
cerned, a 1 result of ese miitllo of ca 134 Y On LTa That 

help to pn vide a sound basis for these cattle loan 

In the er ergency action that might be { iken in ft S matter, 1 teel 

that weo wht to guard against the creating of anothel problem whilst 


we are trying to deal with this one. 

R ference has on casionally been made to the creation of emergency 
hhancine agence ] (iii) kx that niet he al Ur. The finan ne 
agencies which operate for the farmer and the cattlemen througn 
pro perity ought to be cwood enough 30 as to function through per ods 
of difficulty. 

If they need particular assistance, | think that ought to be con 
- dered. But 1 think we ought to avoid a duplication of some things 
the past ZU veal 

For example, such operations as much of the Farm Security Ad 
ministration is, with which I had some connection in the civil service, 





that have hye en done dur Ine 


did its full share to contribute to rer kJess pehnaine ind inflationa \ 
values of which we have had a sucecessior Interest rates below the 
market, Improvements on farms beyond what the neig borhood could 
SI] port, ePXCeSSIVeEG lon ~ and arele pol ( ive }] cont brut “i tO 
the situation which we now have inthe United State 

Mr. Hor VEN. Mii Wick hs, VO ire tall ng bout ft] Nes which 
really water over the dam \\ i { 1 olution of the 
problem 

Mr. Wickens. My suggestion f he on tod s to lea 
ell that we ean fromthe lesso} that ! cL W Lhe water Was uo oO 
O* c 4 dam 


ve ie 
Mr. Horven. I appreciate tl Now, wha oO vou roest / 


Mr. Wickens. I have made two point that e ought to consider 
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Mr. Horven. Thank you, Mr. Wickens. 

We have three’ witnesses from out of towns. We would lke to 
hear them in this order: Mr. Warren Hawley, president of the New 
York State Farm Bureau, American Farm Bureau Federation, Mr. 
Harvey Solberg, president of the Rocky Mountain Farmers Union, 
Denver, Colo., and Albert Hopkins, president of the Arkansas Farm 
ers Union. Little Roc k, Ark. 


Is Mr. Hawley in the room ? 
Mr. Hawtry. Yes, si 


STATEMENT OF WARREN HAWLEY, JR., PRESIDENT, NEW YORK 
STATE FARM BUREAU FEDERATION 


Mr. Hawiry. My name is Warren Hawley, Jr. I am president of 
the New York State Farm Bureau Federation, a member of the 
board of directors of the American Farm Bureau Federation, have 
been an elected member of the Farm Credit Board of Springfield for 
4) rs and have been president of a PCA for 19 years. I farm 

ith my two sons just outside of Batavia, N. Y. I am testifying 
today in behalf of the American Farm Bureau. 

As I understand the status of this hearing, the committee does not 
have any speci ific proposal before it for consideration. The American 
Farm Bureau Federation has not approached the farm credit problem 
ina generalized manner such as you are doing here. Specific proposals 
that come out of these hearings should, if time permitted, be made 
known to our county and State farm bureaus so they could consider 
them in their resolutions committee. If time did not permit, the pro- 
posals would have to be considered by the board of directors of the 
American Farm Bureau Federation. In view of these circumstances, 
my statement today cannot be looked upon as the policy of the Ameri- 
can Farm Bureau Federation, except as it relates to our specific sup 
port of H. R. 4853 which would strengthen the farm credit system. 

However the subject of this he: aring is unquest! ionably one of the 
important factors affecting the welfare of farm people. It becomes 
more important as the character of agriculture changes from the simple 
production patterns of the past to more technical and scientific farming 
pract ices of today and of the future. 

Any proposal for making credit available should be subjected to 
several severe tests. All credit is really debt. Honest borrowers 
expect to pay off their debts. Honest lenders who risk their own 
funds or those entrusted to them by de ‘positors or taxpayers, expect 
the debts to them to be paid off. The integri ty of the debtor-creditor 
relations 1s fundamental to a private free choice oe That is 
essential in order to keep farmers’ credit good and to keep ample 
money available at the lowest possible rates of interest. The tests 
that should be : applied to any new proposals for credit deal primarily 
with the debtors’ ability to repay additional debts in the reasonably 
near future. Some of the ‘se tests might include: 

|. Is there sufficient margin of collateral to insare repayment of 
the debt even though values fall during the term of the loan ? 

The total amount of capital in the United States available for 
loans is limited. What are the relative benefits from capital diverted 
to agriculture compared to other uses: Are funds, meaning capital, 


— Ler A 


gener ete 
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needed now to increase farm production more than for any other 
use ¢ 

3. Would an increase in Government credit expand Government 
bureau racy, mcrease the numbe of Government ean lovees, an d vel 


erate more Govemiment intervention in farm operat ons? Would if 
strengthen or weaken private credit imstitutions 1 dt coopel 
itives ¢ 


t. Is there a need for ny type of credit, that is not now being met 
adequately, which woul d make farming more efficient, more profitable, 
or make farming contribute more to the national welfare 

The experience of borrowers who gambled on a small equity over the 
last 12 to Lo ve ars when farm prices were gener: ally high ~and rose from 
a 1910-14 index of 100 in 1940 to 302 in 1951 and repaid their debt. 
Is no assurance that borrowers can plunge in with little or no equity 
ind do as well in the future. 

Witl respect to the adequr \ of « redit, | would like to diseuss each 
type se parately ; 

l Farm real-estate credit: There Is ho ¢ vidence that the econon 
needs for real-estate credit are not now being met. Insurance com 
pames, banks, and NFLA’s are driving hard for new business and are 
making all loar S that are reasonably secured, Federal land banks ar't 
lending from 30 to 40 percent of the market values, and insurance 
companies somew heat more, Insurance companies are lending as much 
as they dare. 

There has been some discussion from time to time about the inade 
quacy of credit for would-be young farmers to buy farms—along with 
suggestions for freerer credit for this purpose. Farm real-estate 
prices now stand at an alltime high but have leveled off during the last 
6 months. <A drop of 5 or 10 percent under present prospects is not 
out of the question and would simply wipe out narrow margins. Fur 
thermore, to operate a farm properly these cays requires an average 
non-real-estate ¢ ‘apital equal to more than half the value of the land 


To encourage borrowing a large share of this total, a time when 
there are already many deflati onary factors in the economy, is risky 
and of eneaiile benefit to the would-be farmer. The American 


Farm Bureau Federation stands in full support of he ‘Iping the maxi 
mum number of young men, who have demonstrated their ability to 
farm by accumulating a re ‘asonable equity, to become ‘arm owners. 
However, it would he a betrayal of young men to lead them to assume 
move debt and dangle more easy ¢ ‘redit before them than they can rea 
sol ibly repay. 

Short-term credit: There is evidence of greater caution, both on 
thi part of lenders and borrowers, with respect to short-term credit. 
The demand for short-term credit is diminishing due to the drop in 
livestock prices, in addition to the greater caution. Deposits in com- 


hit eal banks continue high. Short term debt increased from s7.8 
billion in January 1952 to $9.2 billion n a H. 2 13535 pending 
be‘ore this com! vit Re proposes to increase t » le ndiy hngY abil | ity of pro 


duction credit associations. 

There is no immediate economic need for short-term credit. where 
there is adequate collateral and reasonable assurance of debt repay 
ment, that cannot be covered now. 

3. Intermediate credit: There is some talk of inadequacy of credit 
for mechanization such as milking parlors, improvement of build 
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this time. The American Farm Bureau believes & maximum of 
See es ee, itive credit. We are support of H. R. 4353 to 
stre nethen the farm credit system. We beheve that passa ae ot this 
bill y ra ete Iearin ( redit Adpiinistra more responsive to the 
needs of farmers by placing more of the control in the hands of farm 
ers. We shall te stit'y n support of this bill when your committee 


} 


holds hearim 


f 


{ | ‘ , ‘od 
Che most important agricultural problems is not one of credit but 
oft markets. Out OTIC 


iitural pinnt is already built up to produce at 
arate creater than present markets will absorb. Our real problem cat 


this time is to find sound markets for our present agricultural plant, 
May TI express appreciation for the opportunity of setting forth 
t! viewpoints to the committee 
Mr. Dacur. Thank vou. Mr. Hawley. 
Does anvone have aN questions ¢ 


(No response) 

Mr. Daa kr. Next we have Mr. James Patton, president of the 
National Farmers Unio And with him is Mr. Harvey Solberg and 
Mr. Albert Hopkins. 

Mr. Parron. Mr. Hopkins was — nly aken ill and could not be 
here, but hie Ser his vice pre sche nt. Li coh nson., 

Mr. Dacur. We will be elad to have you statement at this time 


STATEMENT OF JAMES G. PATTOR, PRESIDENT OF THE NATIONAL 
FARMERS UNION 


Mr. Parron. My name is James ©, Patton, pres dent of the Nat ional 
Farmers U Non. M\ home addre Ss js Denver. Colo. 

In order to have time for the committee. Mr. Chairman. T would 
hike to read excerpts from my statement and file the whole statement. 
if I may, and that will give more time for other witnesses. 


GENERAL MONETARY, FISCAL, AND CREDIT POLICIES 


My concern about the financial. monetary, and credit situation is 
not confined, by any means, solely to the field of farm credit. Gov 
er) mental fiscal and monetary policies have it profound influence upon 
the nature of the entire economy, whether we shall have stagnation, 
depression conditions or an expanding dynamic economy. This, 
turn, has an —_— bearing on the ability of — people to earn, 
by their own efforts, an ever-increasing standard of living and make 
a faster approach to a parity with other segments od the — ition. 

Moreover, the effects and influences of gener: al interest rate increases 
and a “scarce money” policy, become very quickly transferred into the 
farm credit field itself. 

This is because farmers have, in the main, depended upon private 
commercial and cooperative credit sources that must obtain their funds 
from the central private money markets of the Netion. 

On July 1, 1952, approximately 97 percent of the farm-mortgage 
debt and approximately 95 percent of farmers’ non-real-estate debts 
were owed to private commercial al d cooperative lenders. 

For these lenders and the farmers who look to them for credit. the 
present situation and outlook is a double-edged sword threatening 
their future. Falling farm incomes and official pronouncements favo1 
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ing the reduction in scope of Federal farm programs have served to 
warn creditors to cut down on loans. to be more cautious and conserva 
tive. J ighte credit vel erally and rising interest rates have reduced 
the funds available. 

Prices received by farmers have dropped ibout Ss percent in the last 


months, 16 percent in the last 2 years. Prices paid by farmers are 
at the same level as 2 years ago. According to testimony of expert 
witnesses before the House Agricultural \ppropriations Subeom 


mittee farmers’ realized net income in 1953 will probably be at least 
5 percent below 1952. Farm family purchasing power in 1952 was 
already 26 percent below 1947. 

Meanwhile the rate of interest on 3-month Treasury bills was more 
than 5 times as high on February 15, 1953, as in 1946. The rate of 
interest on taxable bonds ros from 919 percent 1 1946 to 2.83 percent 
on February 15,1953; the interest rate on 4—6 month prime commercial 


papel ] nen l\ > times as high now as 1946. Moreover. ] under 
stand that the Treasury Department is now shifting the public debt 
from the low-interest short-term bills to the higher-interest longer- 


termed bonds, while the Federal Reserve Board is allowing the market 
prices oft Government bonds to fall, thus further increasing the actual 
rate of Interest 

Then, Mr. Chairman, I would like to read our point of view in 
relation to the pending legislat ion. And I would like to express our 
appreciation, especially to you, Congressman Lovre, and to other 
Members of Congress who have introduced credit legislation, and to 
Mr. Poage, who has introduced a bill also in one field of credit. 

Mr. Chairman, I wish to state the National Farmers Union’s position 
on proposed farm credit legislation that has heen introduced in this 
SeSSTON ¢ { Congress. 

We recommend early enactment oft legislation along the lines of the 
ls introduced by Con- 
by Convressmn Poage (H. R. 4038) : 


eressman Lovre (H. R. 3989 


several agricultural conservation credit proposa 


and by Senator Young (S. 1348) Mr. Solberg will discuss our evalu 
ation of these bills in greater detail in lus statement. This proposed 
lee slation should be augmel ted by legislation that would authorize 


the intermediate creclit banks to rechiscount agi iculture loans for peri- 
ods up to 12 years. 

We are in complete sympathy with and reeommend enactment of S. 
1473, introduced by Senator Young, to authorize loans to owners of 
housing accommodations on farms to assist in acquisition, construction, 
repair, and improvement of water-supply facilities including wells, 
plumbing, and ordinary kitchen and bathroom plumbing fixtures. 

We urge enactment of S. 1588, introduced by Senator Clements, to 


authorize the Secretary of Agriculture to make loans to farmers and 
stor en for agricultural purp Nn any area or region where he 
finds that an economic emergence has caused a need for credit not 


readily available from commercial or cooperative sourees or other 
responsible SOUTCeS., 


We urge enactment of S. 1276, introduced by Senator Young, to 


increase the volume of funds available nder the insured tenant mort 
rao program ot Farmel S Liome Adi histration bv creasing’ the 
net terest payable to commercial creditors. I would personally 


prefer to see this done without raising the rate payable by borrowers, 
with the incre ised pay ment to creditors being ibsorbed by the Govern 


= 
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ment. However, I can understand why such a move may not be 
entirely feasible at this time. 

I recommend your disapproval, in its present form, of H. R. 4553, 
a bill to ln pose an excise tax on the bank for cooperatives and other 
COOPeri ative credit institutions, abolish certain offices, and remove 
Farm Credit Administration from supervision by the Secretary of 


\ericulture. This draft of the proposed legislation has many m 
provements over previous drafts; with some further amendments, we 
could support t. Our next witness, Mr. Chairman, is Mr. Harvey 


Solberg, member of the National Farmers Union executive committee, 
an dd preside Hit ot Rocky Mountain Karmers Union. He will discuss 
needs on fully adequate family farms. 

That concludes my statements that I wanted to read into the record. 
And I will file with the clerk miy whole statement, 17 < may. 

Mr. Dacur. Thank you very much. 

Does anyone have —— 

If not, we will | Mr. Harvey Solberg, president of the Rocky 
Mountain Raat U aioe 


STATEMENT OF HARVEY SOLBERG, PRESIDENT, ROCKY MOUNTAIN 
FARMERS UNION 


Mr. Sotserc. My name is Harvey Solberg, president of the Rocky 
Mountain Farmers Union, Denver, Colo. 

My statement is directed to the credit needs of the approximately 
2 million farm families, on relatively adequate family farms. 

This is the typ of farm-credit needs for which the cooperative insti 
tutions supervised by Farm Credit Administration were created and 
which the usual private commercial credit agen les currently must 
serve. As presently constituted these commercial and cooperative 
agence ies also serve the ap proximately LOO LO 0 large industrial agricul 
tural production units and the landlords of tenant-operated family 
farms, 

‘he availability and terms of loan funds needed by adequate family 
farmers is determined, of course, by conditions in the private com 
mereial credit field as well as the policies, practices, and backing of 
the federally sponsored cooperative institutions. 

Here is an incident told me the other day by the agricultural agent 
of a rural bank. I have been hearing similar stories in one form or 
another with increasing frequency this spring. 

This bank farm agent said, “Several years ago when a farmer came 
in and wanted to borrow $2,000 to make his crop, I would try to talk 
him into borrowing $35,000. Now when that same fellow comes in to 
borrow $1.500. I have to try to talk him down to S1,000. With all this 
talk about falling prices and cutting down price supports, I cannot 
afford to take as much chance as I did. Besides it is harder for me to 


vet money to loan.” The situation seems to be that a farm family on 


a fu lly adequate family farm with a substantial equi tv, a good man 
agement plan, and a reputation for honesty can still « ‘btain the usual 





tvpes of short- and long-term loans by accepting a smaller amount at a 
somewhat higher interest rate. 

There is no question but that farmers are finding it harder to get 
credit to make their crops this year, And there is good reason for it 
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Asa friend of mine remarked several weeks ago, “Some of these farm- 


el il broke right now and do not know { vet.” 

I would also like to eall ttent on to the table at the top of page Z 
of this statement show] o “ dro} of farm income by 75 percent, chang 
ng the net figure of $923 to the good, to a minus $940 for the vear 1951 


With present high and relatively inflexible farm cash costs and the 


t of replace eo machinery and equ pment, farmers s mply cannot 
n business with very mi mor of a drop in farm prices. 

I would lke to add there that about 10 days avo I talked to aa 
mictioneer vestern Colorado, and I think it is sig ificant that he 
told me that th spring he wa elline farm equipment, for example, 
‘ farm for Ss), it ir ago would have brought at least $8,500 

d maybe $10,000 li c oO ficant as to the farm economy in west 

(‘o 1doO 

I ’ { est fo ho i} weeks aco that President Hisen 

) mented o Tie ( desirable storas space adequately 
to imry out the butter-support progran without waste. National 
| } ! [onic oO on tii is ber conscious of the need of this 
\ to develo} | put ifetyv reserve of the storat le products 
of perishable farm commodities 

\s this committee knows, Farmers Union is urged that REA 

ne lou be extended to farmers cooperat ves to build more adequate 
storage sp: With specihe re ference to commodities and products 
that require old-storage facilities we have not vet carried our studies 
und discussions far enough to make a firm recommendation on exact 


However, 1 would like to submit for the record at this point the 
relevant parts of a National Farm Union board of directors petition 
n this regard, which is contained in this statement. 

We have prepared a rough draft tentative proposal for legislation 
long this line which I hereby submit for the record at this point in 
mV Statement We have not had an opportunity to consider fully this 
specific draft. However, I invite vour study of it in the hope that 
additional st icy and consideration nay assist us to prepare a more 
omplete and feas ble bill. 

The Nation and it “adequate” faraily farmers are fortunate at a 
time like this to have, in fairly good operating shape, a strong system 
of federally sponsored cooperative credit. institutions with total assets 
well in excess of $2 billion. 

If ny ¢ hanges are to be made Bal this system, we must be very care- 
ful not to weaken It. I hope, and strongly recommend, that the Con 
gress shall not enact H. R. 4353 cited as the farm credit bill of 1953 
In ifs present form. IT understand that your committee has already 
6 heduled hearings oO! this bill for a later time and that you do not 
wish to eo into the pros and cons of the different proy sions of that 
specific bill now. We shall defer our comments until the appro- 
priate time. 

I invite the attention of the committee to a statement made recently 
by Mr. Rudolph K. Froker, dean of agriculture, at the University of 
Wisconsin: 


In these days when there is concern about surpluses and sagging farm prices, 


t would be easy to assume that we need have no fear about the adequacy of 
future supplies of food—but this is not necessarily true 
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He Says: 

Our cropland has not increased during the past three decades and our farm 
labor supply has actually decreased. But our population has risen from 105 
million in 1920 to 158 million in 1958. Meanwhile, the Nation’s food supply and 
nutritional level of our people has been improving Chese figures support the 
conclusion that we provide food for a third of our population on the production 
mude possible by increased capital 


To maintain an increasing production to keep up with prospective 


population increases, the Bureau of Agricultural Economics estimates 
that the physical volume of capital resources In agriculture added each 


t 


year must provide for necessary replacement ind el} annual erease 
Innew ec ap its il ot arou nd 1 pere ent each year. This Isa net increase of 
S114 billion annual addition at 1952 prices. 

This year’s aaah before the House Agricultural Appropriations 
Subcommittee brought out that the y early depreciation of all mach 
ery and motor vehicles on farms on January 1, 1952, was about $2.7 bil 
lion—an annual expenditure of somewhat more than this at current 
prices would be required each year to maintain replacements. Tn addi 
tion, farmers will need to purchase 100,000 tractors annually to re 


place the declining number of workstock and tractor-drawn equiy 
ment to replace horse-drawn. 

Add oa a 1.7 billion new addition al work hg eapit il req redea a 
vear to the estimi: ated $2.0 billion replacement needs o1ves a total an 


nual requirement for funds, either cash Ol credit, of S4.4 billion. Add 
ing to this the ipproximately $4 billion a year required to install 
soll conserving and improveme nt facilities, gives you a total of more 
than $8 billion annual credit requirements for intermediate loan in 
vestments without looking at the need to finance annually recurring 
purchases such as fertilizer, feed, insecticides, hired labor, and so 
forth. 

Che short-term debts of farmers have risen from a low of $3.1 bil 


lon on June 1. 1946. to 89.2 billion on January 1. 1953. Due to t 


short-term nature of these loans, the total amount of credit used in a 
year probably is nearly double the amount outstanding at any give 
time. 

In other words, farmers in 1952 probably used a total of short 
term credit resources almost equal to the total of then annually re 


curing farm cash operating expenses (exclusive of reph 
provision for de spreciation ). 

If prices paid by farmers for production items do not further in 
crease, 1t seems likely that eXIStING short-term farm credit facilitic 
ire adequate to provide for the normal short-term credit need 
family farmers on fully adequate farms, with three important ex 


ceptions, 


Iirst. imamnect ite attention oar t be viven to the ve) ral monet ry, 
fiscal, and credit pol cies that . Patton discussed. Further tighter 


ne of credit will have an ne rse effect upon the ability of fully ad 
quate family farmers to obtain funds required to maintain the annual 
level of farm production, 

Secondly, the annual new need for short-term farm credit each year 
for fertilizer, insecticides, labor, feed and other annual recurr ne pro 
duction items is in the neighborhood of $20 billion. If, because of 
increases in production expenses or falling farm income, farmers find 
themselves unable to fully repay their previous year's borrowings, ah 
increasing strain is placed upon available credit sources. 
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We have got to make it possible for farm families to eatn high 
enough incomes to be able to repay necessary credit advances: 
that means better price support legislation and preservation and 
strengthening of the other farm programs. To meet these credit needs 
will also meat strengthe ng of the short-term credit institutions 
the I elves so that they W 1] not be faced with a shortage of capital. 
Produ Lol redit associat ons need to be authorized to develop a capl- 
tal structure that will enable them to meet more of the current operat- 

This may mean such steps as additional 


ing credit needs of farmers. T] 
Federal part patlol hn shoring lp the « ipital structure of the Pro 
duction Credit Corporation, and production credit associations: wider 
spre ading of risks: consolidation of the 12 intermediate credit banks 
oasingle institution and othe teps. 
V ry serlo considerat n should be Yivel to the establishment of 
risk insurance fund to replac present stock purchases as a means of 
line the risk in PCA loans. The same device should be con 
idered with respect to long-term loans of the Federal land banks, 
well. The establishment of such insurance funds would increase 


the confide e of the boards of directors of local product on credit and 


national farm-loan associations as well as that of the private money 

market | would tend to loosen up loaning attitudes and make 
runas more Led! itely iva lable to farmers. 

In this regard, if farm incomes continue to drop, authorization 


nacted for special ippropriations by Congress to repair and 
ement the national farm credit insurance fund to absorb losses 


rl iter t] nm Cal be safely bor) e by hnsurance fi nds developed from 


I’ 1 } . } 5 ° ‘ 
Everv farmer should be eligible for membership in anv farm credit 


cooperative upon payment « f a nominal membe rship fee. The present 


division md separation between the long-tern loa nstitutions and 
the short-term loan institution probably should be eliminated. Every 
Thi mie rot lit hh a coml ined coperat ve should have a voice, by vote. 
tht uel the election of board members, 1] the policies of the coopera 
tive, regardless of whether he, at that moment or some time previously, 
had a loan. Any farme t potential borrower from the Federally 
ponsored cooperative farm-credit svstem and should have a voice in 
policy detern hatiol 


‘| h rad, some | ink al d sevel il oO] the production ered 1 corporations 
I 


ive been experimenting with financing farmers’ pure hases of long 
lived working capital such as tractors, mechanical cotton pickers and 
ombi : ind il h farm mprovement Investment as check dams, 
ce roul ne, breed hg herd ‘ fen no, barns, anc pasture and woodlot 
mprovement Hi wever, these experiments have not been w cle spre ad 
na « ! ore importa hey e bun ped up against restrictive 
State and Federal legislatic 

State bank examine! inder State banking laws designed. and 
prop rly so, to protect depositors, have been unable to approve such 
loa n State bank portfolios. 

Product oO! cred t assor atiol ina the PCC’s have found that the 


intermediate credit banks lack the authorization to accept loan paper 
covering pel ods in excess of 3 vears. 

The result has been, Mr. Chairman, that many farmers on fully 
adequate, well equipped family farms nave heen unable to obtain 


loans of an intermediate term (4 to 20 years) on a basis to finance 
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capital equipment purchases and to adopt and create soil and water 
improvement, development, and conservation installations and 
practices. 

I have previously mentioned the already large and increasing re 
quirement for funds to finance the addition to and replacement of 
working capital approaching $5 billion per year. 

I think you may want to carefully study the means by which the 
Federal Government can absorb the risk from such types of loans so 
that ther can become elecible for private and cooperative lending 


stand that even if the risk is absorbed by Government in- 
! ange in the legislative authorization to Intermediate 
Credit banks will be required to enabl PCA’: to participate in these 
types of loans ex ept on a call-and-renewal basis as some of them are 
doing now. If such is required, | urge that vou recomm«e id appro 
priate legislation to this end 

As an addit onal help to fill the gap with respect to farm improve- 
ment and conservation credit, | endorse the objectives and principles 
of H. R. 3989 and H. R. 40388 introduced by Congressmen Lovre and 


Po roe of this committee. | hone that the Congress will See fit to 
enact it rislat on nlong this line at this SESSION. 
I ubinit for the re ord a etition on Ao eultui il Conservation 


Credit loans adopted by National Farmers Union board of directors. 


\ccord ne to the best information we have been able to vather 


toget ht rit would require a total exXpe ncliture of S4 billion per year 
for th next iV years, if we ure to stop the drain on the N ition’s 
agricultural resources that are within the line fences of the privately 
owned farms of the Nation. In partial response to the public stake 


r about 


( 


in this objective the Federal Government is currently spendit 
$307 million per year through Soil Conservation Service and the 
Agricultural conservation program. 

Tht leaves, it the appropriations are mall tained, As | hope they 
I] be, an annual expenditure of about $3.4 billion that will be re- 
qu red of farmers. This maonituce ot expend ture cannot be 


vw 


financed by farm families out of past savings and current income prior 
to installat on of conservatiol and mprovement plans. 

Creation of an agricultural conservation credit program is an es: 
sential suppleme nt to the soil and water conservation programs now 
carried out by the Department of Agriculture. 

In my opinion the Agricultural Conservation Credit bills now be 
fore youl committee would be mproved by the following changes: 

The addition of a section autl orizing the secretary of Agricul 
ture to extend direct Government loans to farmers and ranchers to 
undertake conse vation and Improvement works on their lat ds. Chis 
provision is included in a Senate bill (S. 1348), introduced by Senator 
Young 

2. IT understand the reasoning behind setting a maximum interest 
rate of a, percent on these loans. However, I am inclined to think 
that sufficient funds would be forthcoming at 5 percent, and a wider 
scope of soil and water conservation improvements would become 
feasible at the lower rate. 

The present need for loans to assist farmers and ranchers to finance 


soil and water conservation measures is so great that I urge the Con 
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] P +] 


t tion evel tT the < hanges ] have sug 


ress To enact this proposed lewis 
gested cannot be incorporated in the measure. 

In mv opinion this is one of the most urgent matters of legislation 
it this time. J] hope the Congress can act before this session 1s re 

: a 
cessed or adjourned. 

\W th the exceptlol of sevel il very lnportant special problem areas 
that Mr. Hopkins will discuss, the presently established private and 
cooperative agencies eng wed Ink CXTE nd ne long term farm real-estate 
loans on tarm mortgages appear to be quite sufficient to meet the 


needs in the vears immediately ahead for such loans by already estab 


lished farm families on fully adequate family farms. Such families 
can obta funds for judicious farm enlargement and major farm- 
improvement steps. 

Llowe er, even ! lor o-tern credit field, nterest rates are rising, 
appral als are based pol i very conservative estimate of normal 
Vt 

qd loah pol V has held the percentave | required equity ata 
lyie level 

[wo exceptions tot venerally adequate picture are funds for land 
1 ng and drainage in potentially irrigable and irrigated areas of 
the arid West. and thi ck of available loans to finance long-term 

OOCL iE niprovement and susta ned-y eld management mn the 
a a rr'¢ 

1) MAN iveas These fey) , WwW dlots Ol ld he dey lk ned mtoa very 
substant | irece of tan ncowmre 1 future lumber md pulpwood 
supply. particularly in the Southern States and the cutover farm 
ore 1! ve 1n thie lake state 

Llowever. farmers aAr'e rrently lin ted l the 7 vbaility to develop 
their woodlots ow ng To the Jac lx ( f reddit ac anted to their special 
needs Investment to develop a tove! { volves a heavy ex 
penditure that 1s not recovered for a period of vears and then annually 
i bit at a time. Su nvestment requires extremely long-term real- 

. ] 4] of L } - 4 ate 1,7 ° “f } | , 
e re loans with adererredd repaymel » prodadly supported Dy some 
ys, ; I : 
] i fy hlie . nia +} lh 7 ] 17% > 
cand « pub reand other hazard insurance 

| ! ve with mea further tfatement regard ne rural electrification 
and Tarmel ooperatives wl h I submit for inclusion in the reeord 

{ f mv statement 

Statement of Harvey Solberg, president, Rocky Mountain Farmers 
| n, just referred to, is as follows:) 

. I | I \ FARMERS UNION 

I ! scus ( ( ‘ ( ion with rural 
‘ nad ’ elep e SPT PS 

| S eng ner S ( ( } nd i Y) mented 

e J Bk { \ | ( 1 ! Federal 

( Dp ‘ I 1 eormiunie alo outil 

‘ , ' ¢ ‘ | tele} ! ervices in i! 

re ©] - é tine ana l of Government action 
enterprise (d possil among citizens. In both 

' , +} ‘ ‘ 1 thr h tl own enterprise and initi 

\ ¢ h thev en need 
! s ustrate two important things 
The tre lous 7 t \ evement in extending electric ervices on 
Ww nd the beg x of the extension of telephone 
rhe tremendous pub gain through stimulation and encouragement of 
the initiative and enter] e of rural people to achieve development which would 








CULTURAL CREDIT 137 A 











1 we i like to review for vou briefly t magnitude of eS ( eve ( 

We ‘ had it drummed in ur ear il f st have init ! 
order econom pl ress Let’s take a look at h the REA ] gra has 
mit ire i oh tha re REA spol red | ce he cod tive 
utilit to do a job whi ey ng tit l Ww t Lt REA 
Coops ta ed out l l r pioneering I ! he t ~ or | cede 
or cperienc Now, 18 vears later, over half the farmers in the United States 
re gettil ele service from tl REA coo] Phe gI nt le here 
is that the initia of Gove NH kers na combined 
with inttiati of American fariners risin elit f1 era or ‘ oO 
and ed problem that busine ! gement had d to solve 

] tery] ‘ ! ‘ ) » TO } ‘ ( ec’ progress The REA 
pr m im dl ra mwerline des nfrodue ! ‘ t} et d 

f ne 1) } < ri a ? ¢ a ( 

° Col ‘ } r en ‘ ( b fhe ii i ive entel 
REA ‘ sts 0 ‘ half of the 
os rie ing it ! industy t ‘ ol nately 1 the re rt the 
Federal Powe ( i le riche rve ‘ Doth thy ( nd charges fot 
rural ect servile ’ e opel I { cl | | t21 nths 

e be re the REA ‘ i started ura ere ( @ | ile 
utilitie ‘ Hd Nn ‘ ) wid KRin.A t | t $ 
a if - ‘ I - l 

rhe cor ed enterprise ( ve it ‘ riers outd 
the ente e 0 roftit siness 

Phe ‘ nao r rad mode ony é \ ‘ ervi REA 
the Government agene estal hed 1M 0 ron i ite S ! 
ait 1lh ts i S The far el » DOPT REA ere 
I et ‘to ne t this poli | ( hy qS e} ent and 
cooperat eB ¢ erp ( for wW el 1 bett W | é Oo} Cc ¢ ernrise 

le ! t - \ 
( l rit to ~ | is | I \ ! ne rhe 
s ‘ ré Low rates le it J Sibi and prof tole or farmers ft use 
t ‘ I \ ( I ele rihnentiel i is e econom ( 
lan practic il oO! ad ere the rot D companies’ eco 
no ‘ ! Ih price il il 14 ileé s La f \ in 
ae! iti ter} e proved Superior ot ( t I ] ad it on the 
st t-ol test ¢ business perfort ( 

sound business ma ient is e) ensurel f eeeee that ‘ _ 
heer enril t lot hou Che prof ties ri ed and he tled the REA 
l 11 } another onev-spend wond ‘ hen rs is | } l 
\ ive e test of seve vear of operati experi n the irt 0 \ 
o hese REA Go-ons to dge the ! I ring i mnie REA owers ive 
cl ed up a fil cial record on re vinent of their ! ere tht ot 
equaled by any ott ending program, publie or private 

i e first place, the ratio of REA administrative expense the volume 
of lonn cle ext ely le And REA |} n out ndingly ee fror 
xT emily 2zle ent ind other business shet nig is omethin icl pr itely 
‘ ed utilties e¢ linly o to envy \t the end 1!) REA id lvanced 

e t 82.157 m on 1 oans to over 1.0000 borrowe evervone ¢ them « ned 
and olled by local people in their lo communitic Out o hat entire 

17 ‘ tI has lo on OOOO And S25.000 it t re 
of REA ew loans to a privatel ed utilit ‘ rhe « er S5.000 
( oO it preliminary loa r engineerit Wo! t Ne Ye ( erative 

. 

it ed off V power « \ pite nes | 4 } n 
vaneed by REA is coming | k to the Governme vitl terest, and or mie 
) { ter o 1 }) cent erdue ll prin ad ter =f pay t 
t! S milg V littl and it not inr danger be e defaulted On ton « 

the co ss have paid uy t So milli head « schedule over 
72 time iS mue ahend « hedule as tl imount s be nad ed If a 
pri I I l | I ut a t { \ a 1 t ] t's { tor ly ny 
tC t t with his money 

by the test of sound business nm ( nt and fina ntegr de ratic 
enterpr inder the REA yn m has ke b b than } t 
business in the same field 

From the standpoint of extendir freedom of ente rise roadly ame 
citizens as well as from the standpoint ¢ ractiecal and f esults REA has 


i 
y successtu Over one-half of American farmers are Ww participating 











th fi nd equal democratic rights the direction of their REA electric 
lished democratic direction over 





economic policies which vitally affect them as producers and as people 
| 


Phi ac! vemment ! erm Ireedom of} ¢ tt se 1S iLSsoO dept ndent on 
ce ior Throu t programs, the people have, 


1 gt inst it t aress e unl orable balance 
I ( powe It takes ttle elaboration to 
l § te t e people 1 not excey hrouch Governinent have undertaken 


ents . I e ol \ euson, they would have been unable to 
e nece I ( ) l the agency ot Government, 

‘ ne . | used to f e prolit industry is 

dire f he t I large pal t is accumulated in the 

j f f \ | ‘ é e enter] = y tl I Another 


sul Ss accum ed ! ft Savings ft igh banks and 


l ll Y irom 

‘ \ | t ! rec ( rome in 

I (x ans nd Govern- 

uy l forms 

. lated from 

ent and use 

{ rit by 

’ el d pur 
i l ] n y of the 
1 i 1 ( ree ¢ Z trol over the 
} i tl ‘ ( 

j to I ! extend the rural-electrifi- 

i preset ) | ed altl izations will 

provide fo Kach year the National Rural Elect Cooperatives Association 
ducted a survey of I ! deter ne their anticipated needs for 

a il r recent ‘ eted survey indicates that 

REA ¢ t rowers will need f ds totalil S405 mi yn for the 1S-month 
pel iw } ex st Jan I I | s He) on 1 ire 1 esents the 
ants the REA cooy tives anticipate they will need to request 

wit nt t pe d for neces rv constructio ser { v Benson has requested 
n ¢ l l progral f S120 mi on for th fiscal vear Jniy 1, 1953, to June 
a. ¥ \ ‘ evinning of 1953 ; it $66 m on remained available for 
I = ‘ I Bel is udget reconimendation is 
ed by ¢ ess, there | be only $1S5 m ( available for the 1S-month 

| d whiik S405 million is needed 


rhe ace acy of the National Rural Electric cooperatives survey of loan funds 
eeded b REA cooperatives is bor out by pplication now on hand 
1s plications on which 


it had not acted totaling 192 million By March 27, the backlog had in 
reased G1 7 Ol this indicates that in the 3-month period S20 million 
more in log pplications came in than the amount approved in loans in the 
aan period The backlog of le ‘ lications already received by REA is 
{ s eater } seve l it d I the total of loan funds which will 
hy thorized f the 18 mth period if Mi senson’'s iget recommendations 
ire adopted This means that a substantial proportion of loan applications 
now before REA and about to come in during the next year or so will have to 


ihe ¢ tical nature of this serious deficien n available loan funds can only 
be fully appreciated by analyzing the purposes for which « rent requests for 
oans e bene ace More than one-third of the funds which will be needed 
in tl ext yeal id one-half are needed for system improvements of the “heavy 
ng u ategory Karmers are increasing their use of electricity at a tre 
mendous rate. They are doubling their use of electric power every 4 years. In 


order to «de er the increased volume of electric power needed by farmers, the 
REA cooperative Ist cont lally increase the capacity of their lines and their 


distributing facilities If these system improvements are not made it can ae 
tually result in reduced q if of service oltage drops, undependability of 
services, and other serious shortcomings In some cases it will certainly result 
in a plete breakdown in service for intolerable pe ds of time 7 
Another bstant port rt ne 1 re for inereasing power gener 
ition and transmission capacit In the past, REA has used approximately 
294) pereent of its loan author tions for power-production facilities: because of 


the ming growth in the use of electricity by farmers, that proportion must 

















indoubtedly be increased in order to permit the REA cooperative » keep up 
with their need Again, a failure to provide funds f his purpose will result 
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power, the shortage of loan n partia I sl for ininin 
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ive required costly rev ny > mh nt na juate ¢ icity (one 
Ing needs Tor gral I 1dlt mie-t rt u 
ct ( es }ol i Orde J { ‘ " ‘ wt 
i The - l t ee noni I The’! l t I eW 1 t oy l v eed 
he ethod of annual authorization by the Cong has had incre ngly 
er is shortcoming in this respect 
The rural telephone program is similarly faced with a serious shortage of 
n funds for the year ahead As this committee knows, there are substanti: 
I is ‘ ible for the bala eo LOS rr i e] ¢ t 
As of March 27 there was a backlog of 488 application and requests for loans 
totaling S96 miillio! already in REA’s } nds re neet this backlog {f requests 
plus the additional requests which are now being received in creasing volume, 
only $50 1 lion hi been recommended for fis 1954 by Mr. Benson It is 
mmediately clear that funds available will fall far short of the amounts needed 
for this program between now and June 380, 1954 
The crippling delay in the rural telephone program indicated by this deficiency 
in available loan funds will inevitabl | e the effect of permitting the pri 
vate telephone companies to completely skim the cream off the potential rura 
: telephone business, leaving only the relatively unprofitable portion of the rural 
irea for development by cooperatives This is not even sound busine fron 
the Government standpoint Telephone loans at by nature somewhat less 
desirable financia investments than electric loans as it is If the REA 
program is to be left only the marginal territory, with the rural areas completely 
’ cream-skimmed and cut up by privated companies in the next couple of years, the 
té phone loan prograt will | 1 far poorer financial risk than it ould if 
sufficient funds were authorized to permit development of large-scale and better 


malanced systems by REA borrowers 


Mr. Sotpera. Tappreciate having the honor to have appeared before 
this committee, with which we have worked for so manv vears and 
found the men bers to be always constructive In their thinking and 
rislatiol 


decisions « farm policies and farm legi 
While Federal crop insurance is not directly related to today’s topic. 


I should like to commend a member of your committee trom mv State, 


Mr. Hill, for having introduced a b ll to authorize the continu cl ex 


« 


pansion of all-ri k Federal crop nsurance to additional ounties ind 
additional crops. 
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i ‘ ‘ ! t \I Hopkins is not able to be present 
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c O Tlit fate ent 
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FARM-HOME WATER-SYSTEM I 


ANS 
One of the fully accepted necessities ¢ nodern-d \ i homes of 
this country is indoor running water and sanita iste disposal in her 
and bathroom. The owners of most farm hom« ive l hee ( he 
e lV tf these f tle ow a | j of eq ( ‘ 
edi t the ] l ‘ hia l rede l rhe 
Senator You orth DD) ! 4 | ‘ 
( e this g Tour ( { f ef 
( Seninte You ) ‘ t ‘ ed ‘ 
Il e for sevel “4 ‘ \ f r dis i f S 4 t 
he late Congress n Reid M fc W ! i « 
Running wiater in t dwelling f tra cle ‘ f dl 
l It i prerequisite t he it ! f fi t ! I 1 
torte Ihe ( t <ifles ( !) 1 f ed l ‘ ence 
af unnin“g water } he ! l ! Vil ‘ ( 
vir vi vwcording to BAI es |e t l I ‘ s f 
home l l hnning iter in tl dwe I Tih f ‘ of tl 1 
cent eo im home vitl i wit fi j ‘ é ! f the coun 
for 1950, the est yea v he re Ws , 
p 
United States, average 


North ‘ 
South 
West 








I submit for inclusion in the record at this point the following table: (These 


ig t ire I m 1 censu and e BAE Survey of Farm Housi ig) 
, 1950 
VW 
‘ t 
f Si 
£ ) re ution 
! d ) his subject 
A Y 
: ] Farmers 
‘ neg i | ( | » TN reby ] l ns the 


- Agr 1 na ins at ) rate of interest to 
ng ite the purpose ol 
i ¢ nelud | nz and sew disposal fa 
V elis that lequate credit ties for this purpose are almost totally 
king 
2 sa deep conviction with working farm families are entitled to 
‘ earn fol usely n neon a standa for the necessities 
d convenience e equivalent to those iiluble to comparable tamilies 
\ li bali a 


We col end the efforts of S« t Young, of North Dakota, and the late 
Congress te Murray, Wi n, for their personal efforts in this 


DIT HELP Y LRMERS ¢ r STAI D 
rh ecord of this Nation has been phenomenal in the last 28 years in reduc- 
e prevalence farm tenancy al brit ng the Nation back toward Senator 
I} mas Hart Bent mous goal of every farmer “under his own fig tree.” 
It m0 e census showed that almost half the farm families of the country 
were enters oO harecrop] on the farm they operated Now less than one 
fourt ire tenant this is a remarkable record of which the Nation can be 


proud and for hich the House Committee on Agriculture should have a full 


share « he credi 

But if we are not to allow this healthy end away from tenancy to be reversed, 
we ust e specia ittention to tl k of farm ownership opportunities we 
are reating r our young bevinning farmers I have ist read some of the 
facts on this supplied to the [louse Agriculture Appropriations Subcommittee 
SeVeT wee by the Bureau of Agricultural Economics 

We always tend to think of manufacturing industry as requiring a lot of 


investment in machinerg and pital equipment. Actually, as the House appro- 


| n hearings ring out, fal ! equires twice as much investment per 
worker as does manufacturing ($15,455 in farming compared with $7,016 in 
manufacturing ) I ibmit the following figures for inclusion in the record at 
t tins ¢ ent: 

Ever » get started as adequately equipped tenant requires a very large 


investment in working capital. As reported by BAE the investment in machinery, 
equipment, and livestock on typical family operated farms and ranches were: 





eash grain Corn Belt farms, $8,774; hog-feef fattening, $14,042; hog-beef raising, 
SO.033 hog \ SS,O17 dairy far westel Wisconsin, $9,581: eastern 





Wisconsil S10.964: « tral nortl t, S11,500; Kentucky bluegrass livestock, 


$2 789 southern plains cotton farms, $4,096; heat, $11.35 wheat-grain 
Ss m. $10,058 rthern p ns wheat-corn-livestock, $10,132: wheat-small 
gI n-livestock, $8,157; sheep ranche D7 ADL nd cattle ranches, $43,651. 
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To get started us an owner requires an even greater investment in land and 
buildings Here are the figures reported by BAL for different types of typical 





family operated farms and ranches: Corn belt farms—cash grain—S64,900; hog 
beef fattening, $46,458; hog-beef raising, $26,150; hog-dairy, $zZs,180; dairy 
rims westerh Wiscousin, S11.244 eastern Wisc Sin, S1lY¥. 409: Ce ral north 
east S10,700 Kentucky bluegra ivestock, SIS,OUNs southern plains, cotton 
farms, $15,225 Wheat, $41,955 Wheal-gralb-sorgi S44,595 rrherh | Lis, 
wheat-corn-livestock, $20,120: w i a grain and livestock, $20,415; sheep 
anche $44,604 and cattle ranches, $29,656 
Phe age distribution of farm operators reporte v thre m0 census of Agri 
] re inde es that there are app! ima l 1 In i Oo mude 
! a ‘ close World W I I ndicates that 
iny ore beging i \ e required it t ead 
\\ t ilimnsg lik PPP ce i iIncolie ina isil ‘ rates ma 
‘. ein ( t I t Ml Pa ail i, I i k Pit 
ii, ‘ , i 1 ‘ tl na t ‘ \ ib rt 
s pers or ten i sl ) ved buy the workin 
pital d on modern e¢ ( miily I hile a es ‘ me 
‘ I - eel 1 i Cash opel ny expels j i na tt 1 2g Wing tan y, 
. rhiisi boll 
ive n th ds of Ost ns, including veterans who have acquired 
| le tat hg technological and managerial know-how Gl on-farm 
! i ulture classes Many « them have d to give up tarming » 
Ke 1 er paying city jobs because t ey could not iwquire the capital to expand 
their farm ito un adequate family propositi 
In rine erans farm loan has been enough to enable the young 
people to make a start farmers Home Administration has helped some within 
the mited funds at its disposal Some rural bankers have taken a special 


iteres in he ipihg Voune people to get sturted 


These young farmers, in my experience, who have been most successful in 


making a start received a gvreat deal of assistance in one form or another trom 


parents and relatives. This is good and should be encouraged. But we must not 
allow a situation to develop where the only way a young man can get into farming 
on an adequate basis is to inherit one or marry one 

hese young tarmers need triendly and helptul technical and management 
idvice They need adequate credit to purchase greatet quantities of lime, seed, 


ertiliz equipment, feed supplements, breedi! stock, and land development 
In many cases the land needs clearing of scrub second growth, needs terraces, 
and new or repaired buildings and more or better fences 


Phe annually renewable loans available for these items of expense from 


regular commercial and cooperative sources just are not sufticient to the need 


of young tarmers 


L urge adoption of special 





gislation to create a Young Farmers’ Loan Denart 
ment in the Farmers Home Adininistration with adequate funds to take a really 


significant bite into this problem I also urge that the vocational agricultural 
agency and the agricultural extension services be granted specially earmarked 
funds to employ special agents who will work with rural banks and other credit 
institutions to encourage and assist them in more adequately meeting the needs 
. of young farmers trying to get established on economic fully adequate family 


farms, preferably as full-owners, but at least as adequately equipped tenants 
The agricultural credit system is not “geared up” adequately to finance the 

present know-how in agriculture and the needs of family farmers I have ob 

served in my territory that production credit associations, banks, and other 


. lenders, except the Farmers’ Home Administration, are reluctant to lend an 
imount which would provide for carrying out recommended crop and livestock 
practices. For exaniple, loans for cotton production made by these lenders will 
nclude funds for only 100 to 200 pounds of fertilizer per acre in cases where the 
soil-testing laboratory recommends 400 to 500 pounds needed and in many cases 


600 to S00 pounds would be the most profitable 
in the case f livestock tinancing $1 to $1.50 chattel security is required for 


each 50 cents borrowed Family farmers trying to increase their livestock herds 
are unabie, because of inadequate lending, to establish a pasture and feed pro 
gram which would make the enterprise profitable or the most profitable. In other 
rds, pl tically all the emphasis is on chattel security and little or no con 
sideration is given to profitable production as a basis of security for the loan 
Interest 1 on short-term loans are too high Recent studies have not been 


de in Arkansas of the cost of short-term credit. However, in 1940 a study of 
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e ¢ h and rrowing the balance from large insurance 
. oie : ate nd prices to an extreme decree and react 
| | ZTOSS figuy that approximately two 
ds of the el f Arkal sare on farms which are underdeveloped These 
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familie pying them. Cred s absolutely essential for the purpose of 
‘ wa 1 Uieyve ‘ t ee] - a ’ ne Oo! pital vhich would 
I h pr l + bas 
Presc ee ue sj Arkanesn ind ther States cannot meet this need 
; ‘ 9 itiv hoy eeded by Federal land banks and 
j ‘ sv hw l de a basis for more adequate 
d | ‘ e in policies witl the present legislative authority 
‘ ‘ 1a I In the « of private ba s and other lending 
( ges in State Ws may be needed; (2) grossly inadequate 
) t he | mers’ H e Ad nistratie They should 1 e3 to 5 
Lan lin repo f the J Committee « | Meconom Report a 
( ‘ ie S ‘ ( i ! equate developed 
‘ nt nluetic 1 use f ay bor Fre | hest ir mation 
ble x »000 farms in Arkansas badly in need of 
‘ roe e] ‘ ey I | I ers me ¢ a mond Thane ind 1 re to 
I k é efti ‘ ~ l } if ‘ thre ‘ CO 
dre ce 1 « ] luce efficient In doing this, it 
is - hnecess \ I rif , 1 ne ¢ led lo accomplis 
l in eces ! t sé e yire l of any Ss }) ’ ding 
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coal Will need long-time credit, low interest rates, sound farm management plans 
and farm management guidance, Other farmers may be able to achieve greater 
production and increase efficienc vy by the use of adequate real-estate credit only 
for expansion and development purposes on terms and conditions which he can 
meet in making major changes 
Banks and private lending sources have not been able to meet this type of 
credit due to restrictions of the law, sources o nds, or adm strative op 
ing procedure. The insurance companies, Federal land bank, and Federal Farm 
Mortgage Corporation are restricted in this field due to the requirements for 
making loans based on a percentage of existing collateral In many cases thi 
percentage Varies from 40 percent to a maximum of 66% percent 
These policies do not provide for extending loans based on probable increased 
earning capacity occasioned by the making of a loan for the purpose of enlarge 
ment or development Many of these type loans require deferment feature 
° in those cases where a farmer is making capita hnvestinen In order to h 2 
or reorganize his system of farming This h been « untered in many ¢ ses 
n Arkansas where otton farme. ine ittemptinig ‘ onve re cotton ec ney 
to a svster f ng to include livestock and livestock pr cts 
Tl need f e type loans has been recog) ed st provision id 
. throu the activities of the Farmet Hom Ad nistration vi the 
author 1 not ta enlargement and farm-developmel ‘ s Hoy Vel e 
direct loan nds provided by Congress for making these type iis is earmarked 
for veterans only rhis need does not exist only ol vet 1s 
\t the present time, Arkansas has approximately 1 MW) app ition m hand 
or farm « nership le ~ I - estimated hea \rk is ( se S1T5OO00) 
annually in direct loan funds for this purpose alone if the were made ava e 
to both veteran and nonveteran applicants 
Congress nan attempt to prov de a greater source of real-estate loan funds 
to farmers, authorized the insured rievage-loan prog Chis authorization 
carries ple insurin ithority at the resent time; however, funds from pri 
vate lending sources are not how available due to uber of factors, a few i 
vVhich are listed below 
L.. Pa te lending sources are able to inves lilable funds in other type 
Ser . as high or higher rate hnterest 
2. The mechanics of the agreement between 1 Gy ernment and the | det 
are too Complicated nttrac Many type of fund i ght otherwise be 
available 
ro correct some of these objections to the insured-mo1 ge program, I woul 
est tl the intere rate to the farmer not he rr ed but that a net 4 
percent te he lender be provided with the Government absorbing the insur 
ance-lortgarce Chareve and adininistrative expense 
\ ™ \ rmuld Lprpe il hil Le ires I hit ed ! - ore t I = it 
he eres re ‘ meet tl demands of lenders ) BS oe tal 
procedures we 1 permi If th were worked out ooyn ve bas wit 
probable enders t. no doubt, would meet wit enera ip) ind would 
res nan outle to investors to types of fun which ‘ I ‘ va 
ves Thus, making the fu nsurable thot tole ( 
tgage program 
. FARM HOUSING LOANS 
There has been a very popular demand for real-estate financing authorized 
under the Rarm Housing Act of 1949, The funds approy ted for th fiscal 
ve were exhausted the rst (1) days nd the FHA peoy n Arkansas have 
- on hand he present time abhor VO applications for hous ssistance ( 
prin need connection with this type loan is tio nds if adequate 
funds were ti le. Arkansas could use oO so ion to $2,500,000 per year 
n meeting the credit demand for farm-housing loans 
In the p t severa eal there has been lecided increase in the purchast 
d ownership of agricultural land by absentee ndowne which has tended 
to eccelerate land values and otherwise disrupt tl ricultural economy it 
occurs to me that conditions should be encouraged which woul ike th type 
of investment less profitable, certainly om th indpoit Income-tax 
manipulatio 
NATURAL DISASTER LOAN PRO‘ 
It is, also, my opinion that the disaster loan program of the Farmers’ Home 
Administration has been abused I have the definite feeling tha rather high 
percentage of disaster-drought loans biat n the State of Arkansas were not 
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of assistance to drought-stricken family farmers. For example: There have 
been several cases of so-called large farmers who do not own their land and 
own very little if any of their farm equipment, vet living in town and renting 
700 to 2,000 acres of land and farming cotton and soybeans. The fact that the 
drought cut down on their vield was not what influenced them to go to FHA 
, 1 disaster loan near so much as the 3-percent interest rate These people 
are pure and simply speculators: they should not be eligible for low-interest 

disaster loans from the Government 
I have been impressed, Mr. Chairman, by the sincerity and public spirit of the 
Washington office officials of the Farm Credit Administration and Farmers’ 
Home Administration these last 25 years. I know they have tried, as they saw 
n Washing 


it, to do the right thing. But what those agencies think they can do i 
ton with respect to their loaning programs is quite different from the services 











actu idvanced t irmers. One does not recognize they are the same thing 

rhese programs ntain so many administrative restrictions that the rule 
out te I iT tarmers 

For ex ple, there is relatively little assistance given an individual who 

hes t tart o small tract of land and gradually add to that unit as land 
becomes a ble tl us normal sales fhe same is true of operating loans 
There no spec ind direct attempt being made to develop present uneconomic 
units d opinion, particular in the West and Southwest, 90 percent 
of the irms W issed as uneconomic could be changed to economie if we 
cid | nil ov 1 dy I STrarive restrictions that preve nt the Or officers 
of t agencies from handling uneconomic ri units 1 progressive 
ile f m 

I do! snow at this time what all, if anything, this committee can recom- 
mend to ove ‘ he credit inadequacies for low-income farmers Maybe we 
need to xe I ether a i develop a new program of some kind t t Congress wil 
vive ore adequate funds than it has been willing to allocate to Farmers’ Home 
Ad 1 hese st year 

Undoubted \ should enact legislation that will unfreeze private funds for 
i! red FHA farm-ownersh ms s ich procedures should be made a‘ ibie 
i i f e! nd enlargement loans 

ter of extendi thie hority for water-facilitv loans to States out 

side 1 Western States has not been discussed by the National Farmers Union 


i I <ing as the president of Arkansas Farmers Union 1 want 
to endo | ples of the Norrell and Fulbright bills that would make 





wate lit oal iilable where needed by farmers in the Eastern States 
With the i dvance in fertilization and insecticide technology, better vari 
etis nd cultural methods, many areas in the East have reached the time when 
the of water he limiting factor preventing further increase in acreage 

elds 

N STA \ f 0 AGRI URI 
I I Home ADMINISTRA ) 
Wasi tov ) enbey \ 

AN AMII Y FARMERS’ I yMIN ATION 

\ O00 f W ed ward successful farming the Farmers 
H ‘ \ 1M e Department of Agriculture said today D 
re ~ yr ti } l 1 rem 

La ; OO f ul bout 165.000 borrowers Wwe ecelving 
{ ¢ eded \bout 40 percent of e farm Wo! g with the 
Farmer Ho \ I mm were eterans f W 1 Wa il 

| vel = Ser vere Avi able only to farm families whose needs could 
not te el I git ! red ehunibe hn ther home communities 

In the production min py ram, 140.000 families were aided during the year in 
establis ! es on a sound basis and acquiring adequate livestock and 
equipme) venty-seven thousand new loans and thirty-eight thousand seven 
hundred < ent loans for production adjustment were made, totaling $1238, 
4 OW) Iwo changes occurred in the eneral pattern of lending for production 
purposes 

(1) The erage loan is larger than before because legislation in 1951 raised 
the limit on an initial operating loan from $3.500 to $7,000 This made it possible 


to meet needs of applicants for establishing a substantial farm business, particu 


larlv when they sought to reorganize their farming enterprises or change from 





AGRICULTURAL CREDIT 147 


one-crop farming to diversification. In past year, the report noted, sufficient 


credit not be extended in many such cases. The average production loan in 1952 
was $2,748, compared with the 1951 average of $1,715 

(2) Greater emphasis was placed on making loans that would bring about 
adjustments and improvements in inadequate farming systems. Only in excep 
tional cases were mS made solely to finance seasonal operating eXpenses The 
number of 1-year loans, which do not provide for farming adjustments or yearly 


farm-and-home planning, dropped from 12,000 in 1951 to 997 in 1952 


An analysis of records of 54,595 families who had repaid their adjustment loans 


showed they built up their net worth from an average of $2,667 when entering 
the program to a $5,029 average when making final payments 


Forty-seven thousand families were active in the farm ownership program in 


which long m credit is extended for farm purchase, enlargement or develop 
ment Farm ownership loans were made in 1952 to 3,606 families in the amount 
of S20,772,564 More than 810,770,000 of th was advanced by banks and other 
privat end wit epayment guaranteed by the Farmers’ Home Adminis 
tr lon 

Phe average 1 t l > wl paid m nership Ls 
during 1951 1) ae I t i } e] ( y ( rth w 1 rece 
it ie h heen in the farm ownership } 1 n the averag 
ol 7. S though most of tl ouns were set up for 40 vears 

bout s is ( iter facilities 1!) 0 1,283 fa ers al $2 
farm ‘ \¢ | Isl in 1 ! I 1 or rep ol 
] nd ! de to 4.109 f ownel » the ount of $21,056 
97 vel cred i 11,455,651 nded desiznated areas 
to 21,151 farme) who suhered ses from ood, drought, or other disaster 

I I ( pa tj pa ‘ ‘ lis ( Hsu iby t 
sat . i \ I | i ( sn cle { ad bho S1OL 
! ( Ifhor, O1 t 5.5 perce ‘ in in the previous yea 


STATEMENT OF LOUIS J. JOHNSON, VICE PRESIDENT OF THE 
ARKANSAS FARMERS UNION 


Mr. JOHNSON, Mr. Chairman ~ a] d members of the comniittee, I 
would first like to say that I am just off of the farm myself personally 
| have spent the past 6 years asa farm veteran instructor in connection 
with my own farming. 

Before that I spent 7 vears with the Farmers’ Home Administration, 
which took in the south and southeastern part « f Arkansas, deal 
with all types of farms. And I was born and reared on the farm. So 
I fee] somewhat qual fied to talk about the farm people n the State of 
Arkansas. 

I would like to give you some of the impressions that I get 
trave li og around over the State of Arka sas talking with banke § 


merchants, large plantation owners, small farmers, about this farm 
program that we are talking about and about farm credit. 

To start with. I would like to as nearly as poss ble confine my re 
marks to farm veterans or to young farmers, Mr. Chairman. They 
have sources at the present time, at least in name, that they mav go 
and apply for a loan, which is your Farmers’ Home Administration. 
your Production Credit Association, your Federal land banks, and 
of course, your banks, and then, of course, private loans, and some of 
their loans under Federal housing, which is building 

I have a few figures jotted down here that I want to talk from that 
IT have taken, some of them, from Mr. Hopkins’ statement. 

The Farmers’ Home Administration last year in Arkansas made 
900 loans, an average of $3,300 per loan. They had on hand applica 
tions: 409. And out of that, 189 were veterans . 

Now. at this time ] would like to inject this thinking into the 


applications that are left on hand. In working with farm veterans, 
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e would go out and make a survey of their farms and get a soil 
inalysis made: in making our recommendations for fertilization and 


é ’ 1 
for the number of livestock that they would need: we would send 


them to the Farmers’ Home Administration or to othe agencies for 


t loan to carry out those operations. 


And we found that out of a 100 or 200 farm veterans that we were 
vorking with that only a very small major ty, Mr. Chairman, would 
be approved fora loan. And they would be in the upper brackets. 

Kor exan ple, f they had 5 cows and wanted to borrow money to 
DOUV oO more ina l tractor. vl vy. they could he considered. 

Now, the Farmers’ Home Admin stration a | lot have adequate 
election whic perfectly Hi oht. Lette vere sent ut to the other 
‘arm vete) | ve were out of funds. And, of course, the word got 
rround. “You need not apply there, because they are out of money.” 

um bringing that up to sh w that this number of 109 applications 

itareon har | «| ISG of then veterans. does not vive you the whole 

picture The Farmers’ Home Administration this vear was out of 
od tion-le money March the Ist 

Your PCA oe ss 1 alrect and was a borrower from 

| prod tie red tSSO tor ! northwest Arkansas—my\ 

0 n en tt lle at the present t ‘ It Is aimeost npossible to 
ret a lon | ! them wit rit t least twice the mnount of Security 

isl y 
You pa ) percent mterest plus ai o-percent lem bel ship fee of 
cin the companv. wh hort not draw any nterest rate. Your 
hi ral d bantl d Tals ive been a borrower of the Federal] 
d ha that isa good loan if you can get it, gentlemen: but they 
on the ratio of about 20 pei { \rkansas of the actual market 
lie - 
\ r 2. may << het that ve appror nately a hundred and 
ty thre nd farme n the State of Arkansas, which includes 
ru farmers, bt ‘ roducers, cotton farmers, rice farmers, SOV 

{ -, beef farmers, d ry farmers \ are pretty veneral over that 


— 
— 
Z 
“ 
a 
— 
~ 
~ 


f 21) per 
‘ {1 nth { i t if those farms ¢ 
NIn IN N Mii ( nin f IT may I would Ike to use some 
( ! oO il col \ lf am thi king of 1 CASE 
‘ i 1 ! l hought 1 farm ind paid 
rol Phe Federal | | bank loaned m svz.000 
Lnothe tern boueht Ti i ad paid SS.500 for { And he 
Oo i 1] Hpanv o hort-rate lo Ss.) years 
He pent pprox itely $3.00 proving his home money that he 
had in his pocket—putting in bathroom facilities and those things, 
Mr. Repre tative—seeding down his pastures for dairy cows, lime 
ad fert LeVs : dhe went tothe Federal land bank dappled fora 
lo to ref nee this to or litt] mver time in repavinent. 
\f thr map elt ! done, they ame out and offered to 
loa mm) SV SOU Well, that would not pa off the $3.500 that he still 
ve so e\ uevvested, “Well. ou ock along until] you pay off 
one ore vear: then vou will be dow n our category where we can 
has 





Mr. McIntire. Do vou tl nk the veterans year’ se of t it. far 
at 820.000 was a good buy? Was he buying se Dbivat that hgure ¢ 
Mr. JOUNSON May | ask vou a question t { piiegnt answer the 


one that vou have in mind / 


I 1 


is It sensible To veteran Working in towh on a uiary to iv a 
home m town at vour present market value? What [ am saving 
it 1t 1s rieht To 1h} to he able te } a ise tL hon nh town uncel 
pres hrarKel COndITIONS A i ouidacte present tl ry ct qaitions, that 
ty We have i dep ssion that old) boy Col’ t Lost hom tov 
the supe we Ok Oui ¢ i ! / hy those condtt } 
Mir. Rem ntative. | . Ve 

Mr. McIntinrg. 11 \ 

Mr. JoHnxson. } Mir. ( ri to the bovs 
} | i i bre ) orn ol oo ir} re cle ne thing 
like FONE CoO hun CoO pra es And | \ hit oO vive this hiipre 

( Iam not oppose our present Che Mr. Ch n. lar 
i erel po ne out t thie \ Hre not maeda 1 n tl r presel etLup 
| y \ Oto | | nibe COMMAS aq vet a sho eri \ l 
buy © lumber and so 1 ch for lal to build. well. tet ou \ \ 
proiler house that would cost them 83.000 Phat would be LPprox 
miatel 0 feet wide and a dn CLVen reel Ong al iL equipped to CTON 
broilers 

Now, they vould have 36 months, Mr. Grathings, to repay that 
loan—36 months n equal installments. A lot of them were forced 
to use tht Ind of credit, Which certainly worked a hardship, wirere 


mavbe this bunch of broilers in 3 months maybe lost a little money for 


the man instead of making a little money But those loans must be 
paid on monthly bases from your harm. 

At one time, it Was possible to vet some pl Vette oan 11} Arkansas 
at a reasonable rate o1 prey Uline rate I wil SAN prevailing rate 
You could get that around 6. 7.5 pereent. Today that is not true 
Today there 1s a theory going round amor Y those people that have 


| 


the money, Mr. Gathings, and mavbe t ties in with this thing of fear 
that the other gentlemen mentioned, that “hoy, the best thing vou 
have today is money: keep it in your pocket: because ina few years, 
things “ure volng to be wav dow} an ic you can vet 5.4.5 times as mu hi 
fol your money. So get everything mto money al cl keep it there: 
it is the best thing vou can have.” 

I will not argue that theory whether it is rie ht or wrong. But 
that is some of the things that are going around over the State of 
Arkansas. 

I would like to touch back on Farm Home Administration just it 
moment. Under the farm building program, the figures IT have here 
show that they had 1,500 applications on hand, without funds to sery 
ice them; that they had 500 farm-housing units where they were only 
building a house or improving a house: that they did not have funds 
to service them. 

Now. J would like to say this: Personally, in the State of Arkat sas, 
it is not so much of overproduction but mavbe one of undereconsump 
tion, Mr. Chairman, that we have the surpluses around. Now, to us, 
we feel this: if farm people are the bulwark of democracy, we should 
help them stay on our farms. At the present time. they are leavin 


the farms of Arkansas; and, of course, some people think that is the 
oht thing for them to do. I do not personally subseribe to that 


I 
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ry, because the land is either remaimimg idle and it does not bring 





V income into the State oj Arkansas or into our National Treas 
urs or else 1t ts being purchased o1 has been in the past, and still is, 
by b ess people and doctors and those fellows to build a nice cabin 
or someth Ne for recreation over the weekends. 

Personally. s we lose our small farm families ind T hope we have 
the sani thi ono, Mr. Chairman, on farm familie I un not talking 
ibo welfare cases: I am talk y about vood old honest to goodness 
real | ple that all t ley ne cd that they need some assistance 1n 
the wavy of eredit Ap] wentiy ve htlave enough Lec hive lowy hh OU 
Pore nt setup if we have idequa e credit resources fo. them. 

Now, those people produce e of the broilers and things of that ; 

rt, t they o produce a majority of the children, as you well 
know. So when we keep our farm families out there, we keep our 

ommunities alive We keep our schools, and we keep our churches 
Al dw reep Oul bu nessmel Ly ISILNeSS, because they buy 


clothes, and they DUV Shoes and hooks for these children. And it all 
Lies Inte 1 wood sound, we th ! k. ealthy Con lit On. 
Now, as they ire forced to leave ou farms. and their labor ts vrone— 


ind we do lose a lot of extra labor, especially in your cotton areas— 


t is necessary then to brine in transient labor and to subsidize those 
programs \nd we are not O} posed to that, because we have got to 


have the labor. But we had rather see our own native people stay in 
Arkansas, Mr. Gath nes, becau e it would make for a far healthier con- 
a etter | 


Mr. Garuines. I agree wit 1 vou that it would be so much better 1f 


ditron and certainly lace to live. 


we hadi adeqtla e labor to harvest om CrOps n Arkansas without having 
to obtain migrant labor, because it is very expensive to haul this labor 
p there and pay for insurance policies and furnish them a place to 
ve and various other things. 
| ould like oO asl youl a que to! 


lL believe you said that there were TOU appl cations that had been 
pproved. That is for FHA applications in Arkansas. Is that for 


Mr. Jounson. Mr. Chairman, I asked for these figures from the 
Farm Home Administration; and [ presumed that they were their 
fioures, because [told them what I wanted them for. 


N “y oave here, Mr. Chairman, [ believe, 409 applications that 


Mr. Garurines. Are t ‘Vv be o processed at this time ? 


M Jonnson. No, sir: LT would not presume that they are; be- 
i wires int they wa me were that the vy were out ot money 
March (nd as vou know, in the State of Arkansas, we need money 
vear aro i 10! br lel , 10r da ry iP, ana espe rally for soybean 
production, or cotton production, and for those things; which, actual- 

11 we ] : irtedt | cd ne money Mian 1» vou Kne "a 
Mr. Garninecs. Mr. ¢ urman, I is just wondering if Mr. Lasseter 
coing to ve ava lable so that we could get the figres and other data. 

Low like to follow thre ugh on 


Phe Cramman. Well, we wil ive Mr. Lasseter back: and if vou 
want him to prepare that information—a little later we will check 


wit] the membe to ewhen \ 1] bye the best time to have Mr. Lasse 
er back And also to have Mr. Duggan present. And perhaps we 
ght, while the members are here—some of the members are leaving— 
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if you do not mind the interruption, Mr. Johnson—I have got to check 
with the members of the committee as to whether they would preter 
to come back tomorrow or Monday to concluc these heal Ings. We 
il not be able to hear Mr. Halvorson of the National Grange today 
‘must spend with Mr. Lasseter 


We have some further time that wv 


Vt i 
ind propounad questions to him And we have not heard from Mr. 
Dugean ata We will be very anxious to have his statement 
Now, we have nothing either tomorrow or Monday; we hay 1] 
ext week taken up, however, and the Chair would like some expression 
ro the members of the committee who are here as to whethet they 


ould pretel Lo conn ba K Tomorrow ol Nlonday / l i 1h ve woutd 
ive todolt one day or the otner. 


Mir. Me INriRE. Persoi ally, I pretet to continue them LOMOrrow, 
L e CHAIRMAN. Would someone else care to e press an Opinio38n 


I 
l understand, Mr. Duggan, it would be more convenient for you 
to be here tomorrow than if would be Monday You have another 


engagement, as I understand. 

Mr. Dvuaeean. I am to be in Florida Tuesday and was planning to 
vo Sunday; but I can go Monday afternoon. 

The CHarrman. Well, it would be a little more convenient if vou 
could be here tomorrow. 

Mr. Ducean. I will change ny plans to fit the committee’s con 
venience, 


Phe Cuatreman. Let the Chair put it this way: There is no obje 


tion to meeting tomorrow at 10 o'clock. I think we would have to do 

( ther tomorrow or Monday. And since there 1s no objection , we 
resuune the heart is al 10 o'elow k tomorrow oOorning 

My Jolmson, we waht you to have time to con ude, but the com 


ttee will have to idjourn promptly at 1? o'clock today because we 
have a bill coming up on the floor. 
Mr. Jounxson. IT can make it, Mr. Chairman, and give you a minute 
hack 


Phe CHamrman. We do not |] 


ike to limit you time: but we do have 
try he there )) omptly. 
Mr. Jonnson, Mr. Chairman, I want to say this: I want to give 


vou the feeling of people all over the State of Arkansa the Bank 
Commissioner of Arkansas who owns a small bank down there, 
Senator Lee Bearden from up in vour territory. Mr. Gathings—all 
( nto have <« ught this thing of fear that Ve ire talking wout 
Now, it their opinion—and certainly it is mine—that it will be 
necessary to hve a long-time farm program, a price support farm 
| aa Ulli. \ rked out to re] eve this fear and th : anxiety and 1] h 
things over the State of Arkansas among our farm people, our bani 
Ing peo le. our small business. 
Mr. Garutneas. Mr. Godley was before us vesterday: and he share 
{ we \ \\ that there i: quite i. lot of any tv al if ror ) I 
t respect to t] econtinuat on of in adequate pr Ce support prog Mm 
Mr. Jounson. Well. I wanted to quote these other men because it 
not only our fears, but it is theirs too. 
Now. Mr. Chairman. if vou want to get a recommendation from 
one, hv. vou want to pick am n that does not know athing about 


t I] etore, I fee] qualified to make the following fatement 
Under our present national hi 


rh debt. my own perso! al opinion 1s 


( 
. piv this: And I fee] sure a lot of per ple agree W th me. That we 








] ] 1,1 : 
i jemisiative economy whether we like 1t or do not iike it 


to ever pay that debt off. That we must have long-time 


orts ul der our basic commoditie a long-range prograln. 


ooner the better: that we must have adequate farm credit 


i 
! 
t 
(WwW 
e 
( 
ii 
{ 
eon 
ere 
i) 


rim people. And when I say adequate, ventieme nh, I mean 
ive now Is not adequate And the policies that are used in 
ioans are not adequate. 
vords, 1t 1S mM\ owl opinion that we must put this money 
oul farm people f we are to maintain a sound farm 
I tf tarm people are the bulwark ot democi LCV. I Waht 
Vou, Mi ( hairman ; and me mbers of this committee. that 
eu ne at the pres t time, I want to thank you for the 


if appearing here before you and for your courtesy. 


urRMAN. We thar vi very much, Mr. Johnson, for y 
ce ; : 
! re | inads that Mr. Halvor son will be here LOMLOrrow 
Orie 
rv W Will not bye able to hen him today but he wil] be 
t tomorrow morning at 10 o’clock. 
imittes vil adjourn until 10 o'clock tomorrow morning. 


‘upon, at 12 noon, the committee was adjourned to reconvene 


April 25, 1953.) 
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COMMITTEE ON AGRICULTURE, 


t lOa.m mn the com ttee room otf the Ho 


f 
JS 


committee witl come to order. please. 


ik we all realize the disadvant ige that e face in trying to 
earings on Saturday morning, view of the fact that quite 
per of Nien bers are out oft TOV Ssaome of thre \ e) Der VW | 


i the withesses fo uncderstal ra that we are faced 


holding the hearings on Saturday. Howeve1 
the only thine we can do under the circum 

lule dur gy the week clue to the 
et at 10 o'clock one morning and 11 o’clock 


rings today by hearing Mr. Lloyd C. Halvorson 


Nitionnl Garange. 


STATEMENT OF LLOYD C. HALVORSON, ECONOMIST, 
THE NATIONAL GRANGE 


HaAbLvorson. M 


y } Ew + 
i ( Halrman ana membet ol he committee, 


s pleased that your committee 1s s 


il credit conditions at this time. An understand ng ol} 
‘ultural credit takes the trend it does g1\ Sins ght to bas! iol 
it COl cl tions and problems. lt Is also Important to maintain 
ltural credit facilities that fully meet the needs of agriculture, 
h te id to promote wma pre erve our ideal of rit iV owl 
family-sized farms 
farm boy during the depression of the 1930's, and I 
personally, and for our Grange membership, in thanking 
tt the role it played in creating the cred nstitutio 
millions of farms from foreclosure. 
\ ere Thre j rat-V c Tn ! » STOOE if ( 
old of } i ruptey, who are today well able to take are oF tiie 
ida ereat bulwark for democracy 
ultural credit 1 le ly linked Lo} ral poli 
Dove i indersta ung of rie ral eqait. 1 a 
Luis m, olives us al sight il rey yas 
O t 1 eredit 7 hit ! mport { } t) 
lag l ' | pol; ‘ 
time ise m debt oht tanto his 
l ? ] * t | enforyv of i} quip tn i ( 
i A 








serving to increase the efficiency and capacity of agriculture. At 
other times, the increase might reflect too low an income for agr | 
ture, so mt farme ive To DOrTTOW T live and stay n business whe 
a nadeq ite cole Ta is to mia tain thre necessary capital stru 
trire bot t hie ends can vo on at the same time betw en ditferent 
ur ind types of produce 

At the present time our contracts W th farm yp ple ndiecate that 
] I I ( ine nable to maimtaln thell present rarm equipment 
\ tho t golng deepen nto debt. because of nacequate farm income 
We. of the Natio al Grange, hope that oO one will try to solve the 


problem of nadequate far ncome by “coft” credit, sub idized credit, 








Lhe solu Ol of the Pari Coe problem must he found lh 
creased production efficiency, increased marketing efficiency, shifts 1 
prod tio} ma population, o1 other pask solutions 

If only certain agricultural areas are in difficulty, they may be abl 
to solve their propiemis Dy shifts in prod ction. At times this takes 
considerable Capital, for it Hay involve hereasine thr ize of th 
farm ng unit, new bu ldings, a ferent equipment, ol] buld ng prac 
tices, and vestment livestock. Commercial credit OULCE have 
fo be awake fo such situations, al | be ready to help farmers arry oul 
the recommendations of the Extension Service and the colleges 
developing a new type of farming, but the usual 60- or 90-day con 

mmer credit does not fit this need Phe cooperat ve, as well as the 
direct Government lending agencies can also be of great assistan 

ould be tr vreat mistanre ust To hake easy credit L\ lable t 
a tre ed rea without in effo 1 to olive the bas c problen 

Farmers also need disaster credit. Farming IS very vulnet iDie 

e vir tudes of ture, Commercial credit sources car hat hil 
loa big oe it pr ble for the ( fernin ret 
equ pped agan to proauce., 

Often, however, more Tl involved than comme al red 
SOUPCE an be expected to assum ly these cases, d rect Government 
cred ! i\ | t some SUDSIUYV OL Oia) Htyvy may by ny lved, 
Dut the cost s small ce pare itot e contributio these ] l il 
GOour economy Wheh they vet baa K Into produ yn) 

It is } Laity ehal Vv. OUEL We bDelleve f Amel i people Want Hie 
Cya\ rhie ( ( ( his ¢ f waAnity 

Disaste credit s sometimes used for economic disaster ! i 
du try. C ommere il eredit sOuUTCeS Wey not Want to vamble o1 re 
covery in a depressed industrv. We believe the admunistrators of 
a ister credit sho 1 be « iretTul not to dispense relief n tne form of 
loans, but f careful economic analysis ndicates that the CGuUSstry 
in and will ike a comeback, then the disaster loans. e1 I so 
\ if b l. are socially just hable 

Phere are eoo0d reasons to believe that severe depressions ui be 
voided in the Tuture, but that we i] still have recessions ] 
art ral, We elleve the reo) lean redit ources ve 1) tu 
satisfactorily through periods of such recessions At one time there 

t\ ive t Cres l oO looked for a opportunit Oo i| 

a take over a rrowe - roperty 1 pel ods of temporary 
listress, but now T believe the regular agricultural lenders are will 
‘ ut it ft oOug vil those farmers who really i make a go o 
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If we should be unfortunate enough to have another depression, it 
may be impossible for the regular lending agencies to cope with the 
situation alone. Banks sometimes are faced with depositor runs, and 
they must call loans, even if they would like to stick it out with good 
farmers. 

Some of the lending institutions might have difficulty selling bonds, 
or otherwise obtaining credit. Should such a situation arise, we trust 
that Congress will give prompt attention to the problem. We believe 
it Is very wise to maintain some of the funds of the emergency and 
regular Jending agencies on a revolving-fund basis, when the Govern- 
ment capital is repaid or not needed. These revolving funds will help 
meet small emergencies and give the Congress time to provide more 
substantial credit aids if a major depression develops. The use of 
revolving funds should be at the discretion of administrators of credit 
agencies or the Secretary of Agriculture, but the Congress should lay 
down definite guiding principles for its use. We believe the present 
situation is quite satisfactory. 

Credit is an important tool in agriculture. It must, however, be 
adequate in amount. 

Present capital requirements of agriculture are so high it is difficult 
for young people to get started in farming. Regular credit agencies 
must give considerable recognition to the fact that a capable young 
man with proper equipment and an adequate farm can come out quite 
well even if he does not have much capital to start with, that is equity 
of his own. 

A young man probably has a better chance starting out on an ade- 
quate unit and a large debt than he would on a smaller but inadequate 
unit and a smaller debt. But it is important that credit agencies 
be willing to “wait it out” so long as the farmer is farming well, and 
even if we hit recessions or the vicissitudes of nature. 

This brings up the matter of bankruptcy legislation. The old 
bankruptcy legislation expired on March 1, 1949. This served an 
important function during the 1930's. The Grange today favors a 
bankruptcy bill sponsored by the Federal Land Bank of Berkeley, 
Calif., which has been introduced by Representative Hillings, H. R. 
47; Hunter, H. R. 3584: and Reed of Illinois, H. R. 1068. They 
would provide an indefinite moratorium to a farm-mortgage debtor, 
so long as the causative forces are beyond the debtor's control. We 
hope this bill ean be passed by Congress this vear. 

Credit for soil-conservation practices present a special problem not 
met so well by present credit arrangements. The public does have a 
definite interest in soil conservation, and presumably the public will 
get a good rate of return, in the form of better and more abundance of 
food for years to come, if it invests some money over and above what 
farmers are willing to invest in soil conservation. 

Many people feel that the Government could promote conservation 
at much less cost if it facilitated credit for financing soil-conservation 
costs. Often a farmer now has a mortgage on his farm, and a major 
soil-conservation improvement would mean a second mortgage, which 
is not very attractive to commercial lenders. 

We believe there would be considerable merit in giving the Farm 
Home Administration authority to insure sound soil conservation loans 
for approved practices. 

Mr. Poacr. Would you object to an interruption ? 
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farmers in the same Way that the Federal land banks, durn wy the ce 
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\oain, | waht to po nt out that we hitist be « ied ot to plan to 
meet the income problem of agriculture with soft credit 

It is true, however, that with falling incomes, farmers Way have to 
tal longer to pay for the farms and farm eq Ipmel t they buy We 
have not heard from our Grange members as yet as to ny gel eral 
eredit difficult es, However, farmers often wait until things are quite 


bad before they Cry aloud, and that is one reason Wis (he Grange Is 


erateful to this committee for calling these hearmMgs on credit) and 


bringing in people from the field who are close et ough to know what 
i. : ] ] . 1 é 4 } 
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We have studied these hearmes with a creat deal of interest, w ith 


a view to getting as much information as we can, concerning the actual 


situation, and as vel we have not heard from a great many people. 

It is not only with the farmer situation that we are concerned, but 
also the situation of the lending lnstitution We hope to maintain 
such a close working relationship with the agricultural credit agencies, 


the officers, employees, and owners, as to know Whiat thei problems are. 


Often our delewate body will consider the problems and make recom 
mendations. We try to implement these recommendations. We be 
lieve it is well that the officers of the landing agencies have been 


asked to bring to light the various problems so our people can con 


sider them. 
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Phe CHamman. Thank you very much, Mr. Halvorson, for your 


\ Poace. | would like to ask you for your views concerning the 
last statement tha they W int them free from politics.” I take it that 
ipplies to the Hope | . that would have farm credit under the general 
vement of l rd ¢ 

Mr. Hanvorson. | do not think we referred to any particular bill 

t time, bec ‘ will be glad later time, if you have later 
' os, to to pon that. 


| CHamMANn. If there are no further questions, we thank you, 
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Obviously, measures should be intensified not only to control depletion more 
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reverse the process and add great to th eturl fro 1d | \ 
lands not presently subject to serious erosion hazards need he treated with 
appropriate measures to keep them in a high state of produ 
Through continued research, field tests and farmer ¢ erience. 1 edies have 
been developed for soil depletion and erosion losses unde t condit n the 
United States. However, further study of conservation and improvement of soil 
and water resources is needed in many areas to provide adequate informa mm 
upon which to establish more efficient soil-building and conserving practices 
Since lands vary in different areas and on individual farms, no blanket system 
of maintaining soil resources can be devised Any effective program mus t 
each area and farm and also the ability of the farmer to carry it out. Cor va 
tion plans now being worked out with cooperating farmers de primari with 
physical requirements Economic requirements and income possibilities also 
need to be included Improved systems of farming also need to be developed for 
different sizes and types of farms in many are 
A wide gap still exists between conservation research and farm proctice. There 
is an urgent need for expanded and more efilective education programs to 
teach farm people to analyze and understand the nature of their conse if n 
problems, how these problems can be solved, the technical information nece iry 
or proper action, and the skills that are essential in apply the necessa 


conservation measures At the same time, there need for ore ¢ edu- 
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es were developed many farmers 


d tund for sound undertakings 
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bankers in the St. Joseph, 
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ears. The plan incorporated some 
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to bankers operating in agricultural areas; also, that by preventing depletion 
f th soil, the farmers principal capital assets, bankers tend to preserve and 
strengthen the basic asset underlying their agricultural credit advances.’ 

\Y 1 


loreover, by maintain ng the p oductivity of the soll ata high level, an orderly 
sound liquidation of bank credit is more nearly ass\ l, and losses through 
forced liquidation tend to be minimize. The solid resu 


neomes shown by records available from many farms which have adopted 





n terms of incre: 








carried out complete conservation plans show that suc nvestnehts gen 
| for themselves in a reasonable period of time and thus provide a sound 
for the extension of credit to finance them 
While some commercial banks make loans to provide limited capital for tested 
servation practices and other farm improvements, all banks are required by 
and regulation to keep their assets liquid and are restricted from making 
extel ve loans for extends 1 periods Commercial-bank loans are used primarily 
eet increased seasonal demands for capital and to provide short-term credit, 
hey usually expect periodic leanup of all borrowers’ obligations, depend 


ipon the type of business and the rapidity of the turnover 


On the other hand, private enterprise should be encouraged to meet the credit 
ds for conservation. Government assistance may be needed to establish such 
credit on a broad scale in a manner similar to that by which the Federal Hous 
Administration insures home mortgaves The purposes are to encourage 
provement in housing standards and conditions, to provide a system of mutual 
rigage insurance, and to exert a stabilizing influence on the mortgage 

li el 


Under authority of the National Housing Act, as amended, insurance is pro- 
ded against loss on several types of louns made by private lending institutions, 
ih as local banks, building and loan associations, and insurance companies 
\ 

The Fede 


l Housing Administration does not make loans and does not build 
houses Therefore, the moneys ure not Government funds, but epresent av- 


ngs, deposits, and other funds in private financial institutions. 
Phe loans must be amortized over the life of the mortgage which may be as 
is 20 years Repayments ust be made monthly and include interest, an 
ilment on the principal, taxes, and insurance next due, service charges, and 
an insurance premium of one-haif of 1 percent of the original amount of the 
n Che insurance yp nis paid into a central pool or reserve fund admin 
tered by the Federal Housing Administration. The security for the rtzage, 
therefore, is the house or other collateral supporting the loan, the reserve fund 
idministered by the Federal Housing Administration, and the guaranty of the 
United States Government which is final protection for the invest 
This is a system under which private savings and investment funds are made 
tilable for home construction and purchase with a minimum of Government 
tivit Congress does not mmake appropriations to furnis loans to lore 
builders, nor has any approy ition been made to guarantee * underwrite the 
oans. Nevertheless, Congress did undertake a potential bility in the event 


losses should exceed the accumulated reserves 


Some other Government agencies also assume similar-type credit risks in 


guaranteeing loans made for specific purposes by banks and other private lending 
igencies kor example, tl farmers Home Administration makes loans and 
insures loans made by private le nders to farm tenant laborers, sharecre ppers, 
veterans, and owners of inadequate or underimproved farms, under limited con 
ditions, to b il ficient family-type farm and put it in good condition, or to 
improve or enlarg fa to make it an efficient family-type unit Chese insured 
mortgage loans are limited to 90 percent of the borrowet1 total investinent in 


! 
Phe Export-Import Bank of Washington in some of its export commodity loans 





also participates with mmMmerel banks which ad nes } fund The put 

pose of the bank is to aid in financing and its police et fortl the Export 

Import Bank Act of 1945, is to supplement and not cor h private capi 

and the lonns must be for specific purposes which offer nable assurance o 
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I e Governme! igencey guaranteeing the loan receive suitable 
Lown } ratus embodying such cor s usually provide that the guarantee 
g agel will } ise any outstanding collateral submitted to it on or before 
date This enable ( | l { bake loans for longer periods and 
( nite ‘ h : sible under commercial banking laws, and 
bies thel I borrow hteres ate unds to make the loans, The 
would ec e self-s } vy owl he vuaranteelng agency recelves 
mpensation for ins ne suc] s und has accumulated adequate 
re es to er ct nee osses 
! endil wee! iiss ( ‘ I ( redit risks, they tend to be 
vet ind ike lo hat w e more fully repaid than when the loans 
re | euuranteed by Government Phese agencies know first-hand the 
erits the proposed projects and the ability of the farmers to carry them out 
! their ! They also would service tl loans and inake the collec 
1 thus lower the cost to the Ge nment for administration. It has been 
proposed that the cal agencies assume 10 percent of the credit risks and the 
Govel nt guarantee 90 percent, but « ience may indicate the need for Gov 
#1! el g rantee 1 eoor tess thin 0 percent 
oar ranties of this pe would enable and encourage local banks, produc 
tion nd tguge credit associations, and other qualified lending agencies to 
more effective provide the capital needed for conservation programs. These 
inties ould pre ea type of ere not now available, which would 
! facilitate ind farmers « rving t their conservation programs 
Local lending axe ies in tailoring and extending credit to farmers for con 
servation purposes should first require of each prospective borrower an ade 
quate conservation Plan under which the increased productivity should enable 
the borrower to repay the loan. Such plan would include details of yields and : 
ot production th are to be expected as compared with yields and total pro 
duction prior to the introduction of the new practices. This comparison would 
provide the best means for determining the benefits of the project, and would 
enable both the farmer and the lendet uppraise its merits + 
Where conservation farming involves considerable capital expenditure for 
such purposes as liming, terracing, providing water, establishing pastures, and 
providing livestock facilities. a reappraisal is needed to show normal value and 
e tot cost of the capital items going on to the land as the result of the con 
servation progral This is the procedure col niv followed in nonfarm real 
estate-mortgage credit. and to a lesser extent in connection with farm mortgag 
reappraisal on this basis is good business practice as it enables a 
intain a sound margin of security while advancing credit for the 
program 
ursement schedule on a conservation lonn should be determined by 





ts needed by years to complete the work outlined in the balanced 
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farming plan, and the disbursements should be made as the individual jobs 
are carried out. The repayment schedule should be predicated upon anticipated 
increased income resulting directly from the better farming practices adopted 
Repayments made during the first and second years, in many cases, should be 
hominal or not required, and installment payments should be initiated at ap- 
proximately the time the effects of the conservation expenditures begin to be 
come apparent in the net increased returns to the farmer 

To allow for some variation in weather and prices, the fixed annual repay 
ments on the conservation loan may be established at less than the total antie 


ipated increased income by years, for example, at 75 percent or other appro 
priate percentage. This would enable farmers to repay the loans with the 
nereased income originating directly from the conservation expenditures 

If the farm already has a mortgave against it, this together with the funds 
to be advanced for the conservation program should be consolidated, if possible, 


into a new first-mortgace loan bringing the two together as one line of credit 
Otherwise, it may be feasible to secure the conservation loan by a second lien 
or other security, depending upon the character of the borrower and the merits 
of the plan to be followed The program then could be developed as a two 
loan proposition with the customary first mortgage loan portion considered sep 
arately from the conservation portion In this way, the conservation credit 
may be better adapted to the individual farm plan 

The annual repayments on the total loan would be determined by adding the 
regular amortized payments of the customary first mortcave portion to the 
scheduled payments on the conservation portion of the loan. The repayments 
may be made annually or semiannually according to the desires of the lender 
and the borrower 

Properly planned and serviced conservation loans offer a sound type of farm 
mortgage financing in which the real value of the security will be enhanced 
while the principal indebtedness is being reduced. This type of credit is needed 
to make more fully effective the conservation programs currently in operation, 
and it would be a constructive development for the borrower, the lender, and 
the community 

The proposed program for insuring conservation loans by Government may 
be developed best by beginning with a small experimental program and pro 
viding for its gradual expansion as experience is gained. 


Note.—The following bills providing insured credit for soil and water con 
servation have been introduced into the S8d Congress: H. R. 3064, H. R. 3089, 
H. R. 4088, 8S. 1548 


STATEMENT OF DILLARD B. LASSETER, ADMINISTRATOR, 
FARMERS’ HOME ADMINISTRATION—Resumed 


The CHAIRMAN. J think it Was understood that we would resume the 
questioning of Mr. Lasseter today, and when that is concluded, we will 
hear Mr. Duggan, Governor of the Farm Credit Administration. 

Mr. Lasserer. Thank you, Mr. Chairman. My name is Dillard B. 
Lasseter, Administrator of the Farmers’ Home Administration. 

Before the Chair begins the questions, Mr. Chairman, I would like 
to complete an answer to a question that was not answered when I 
was here before. I think it is a question that you left with the acting 
chairman, Mr. Andresen, and if you will permit me to do so, I will 
read the question, and then try to answer it. 

The CHatrman. Yes. 

Mr. Lasserer. One of the questions asked when I appeared on 
April 21 was not completely answered at that time. With your per- 
mission, 1 would like to restate the question and read the answer 
which was prepared after looking up the statistics. ‘The question 
asked for an “estimate of the number of full-time farm families on 
inadequate farms who, if granted credit, together with technical 
assistance, would be in position to carry through farm improvements, 
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or enlargement plans, which would result in their obtaining a satis- 
factory farm-family income.” 

The answer is that available information indicates that a very sub- 
stantial number of full-time farm families are operating inadequate 
units. The 1950 census figures show that 1,604,000 of the 3,705,000 
commercial farms sold produc ts valued at less than $2,500 in 1949. The 
question we are unable to answer is how many of the 1,604,000 on 1n- 
adequate units have or can obtain access to land resources of sufficient 
acreage and inherent productivity to make the establishment of a satis- 
factory operation feasible. 

I rom the number of loan ap pli ‘ations we are recelving, howe ‘ver, We 
know th: at a subs Us inti: al portion of these jibe ators couk | successfully 
use credit, coupled with technical assistance, to carry through changes 
in enterprises, farm development or farm enlargement necessary to 
obtain a satisfactory farm family income. 

I would like to add another statement, if I may. The question was 
asked by Congressman Anderson as to the percentage of farm owner 
ship loans being made for enlargement a development purposes 
as distinguished from farm purchase, and IT stated that the number 
had risen from 9.2 percent in 1947 to 39.7 percent in 1951. 

Those figures were correct, but I would like to point out for the 
record that the percentage in 1952 had risen to 50.6 and in 1953 it will 
be about 54 percent. IT had given a figure of 50.2, and I was correct in 
my estimate, Mr. Anderson, when I said it was about half of that, and 
in 1953 it would be about 54. 

Mr. ANpREsSEN. You mean it is just an increase of 2 percent over 
1955 7 

Mr. Lasserer. No: it is from 39.7 to 50.6, which would mean about 
11 or 12 percent. 

Mr. Anpresen. I mean 1953, as compared to 1952 

Mr. Lasseter. It would be about 4 percent. 

Mr. ANDRESEN. From the information we have received around here, 
particularly as relates to some of the livestock areas, it would seem that 
any increase would be questionable. 

Mr. Lasserer. This applies only to the real-estate loans, and is not 
the operating loans; this is not the production loan; this is on the 
real-estate loans we make, on what ts call farm-ownership program 
loans. 

Mr. Anpresen. Are you refinancing the present loans? 

Mr. Lasserer. For the purchase and development of farmland 
enlargement ? 

Mr. Anpresen. Yes; with the present high prices on land, and with 
the decreases in the farmers’ income, it would appear that now is not 
a very advisable time to be buying land, or to get people to go out and 
farm. 

Mr. Lassrrek, The trend here is just in line with what you are 
saying; our loans for the enlargement or improvement of existing 
farms: we are buying few farms. . 

Mr. ANDRESEN. | hi: id a le tter froma veteran the other a: ay who said 
he wanted to buy a farm, and I wrote him that from the information 
submitted to this committee by Governor Dugean and yourself and 
others, I could not give him any advice or encourage him to go out and 
buy a farm or go into farming oper: tions under present conditions, 
with the high price of land and decreasing farm income. 
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Mr. LASSETER. They would have to be careful, l certainly would 
agree to that. 

Mr. AnpresEN. And I received a letter from him in return saying 
that “Iam glad you gave me the advice that you did,” because he came 
to the conclusion that this was not an espec ially cood time to go into 
farming. 

Mr. LAsst rER. We have to be very careful, and sh LOp % around ; long 
time for the farms that we do buy. lL think Mr. Barnard can te iT you 
now, if you want it, the increased average value of farms that we are 
purchasing, if vou would like to have that information now. 

Mr. ANpresen. I think you might put that in the record, along 
with your statement. 

Mr. Lasserer. | will be very olad to do that The price has not 
gone up as much as you would think. ‘The average is still rather 
low, relatively sper aking. 

Mr. Anpresen. Of course, you have to look into the future for the 
possibility of repayment when you make a 100-percent loan. 

Mr. Lasserer. We certainly do. 

Mr. \NDRESEN. And we do hot know what the prograin, farm hy 


program, Is gong to be far into the future. or what the economie situ 


ation ¥ ill be, and certainly where we make loans that are to be repaid 
over a lifetime, or even over a pe riod of 10 years, I think we might be 
doing & man a disservice to make loans of that sort. 

Mr. Lasserer. We have talked to any number of people throughout 
the country, and to a number of borrowers, whose application reached 
me, who seem to think we would be doing a disservice if we loaned him 
money on some proposition that he submitted to us. 

We have no ambition to get anvbody deeper into debt. 

That finishes my formal statement, Mr. Chairman, and I will be 
vlad to answer any - questions. 

Mr. Auperr, How far under existing laws and appropriation in 
disaster areas can you go in re finanem 1g cattlemen and cattle loans, 
in areas like the Southwest / 

Mr. Lasseter. Mr. Albert, in the first eRe we can make no loan in 
that area: no loans that have been declared eligible for this emet 
gency—where they have suffered produce tion losses, whe re an economic 
loss has been suffered, and we can t do anything about that. We have 
a policy of not refinancing at = for that. That program first started 
during the blizzard, I think, 1949—1948 or 1949—in the West. and 
we soon found that if we nnnael all our funds would pas ex- 
hausted very quic klv. We did get into that very slowly, but we had 
to back out of it because of inadequate funds. 

Mr. Avsert. How far can you go on droughts ¢ 

Mr. Lasserer. Disasters / 

Mr. Auperr. In disasters. 

Mr. Lasserer. We can make loans. that is, we can extend $7,000, 
where the maximum indebtedness is $10,000. We cannot put a debt 
on the borrower under that program by more than 7 years; that 1s, 
for production, 

Mr. Atserr. Can you take any part of the loan, with a private lend 
ing institution, tak Ing the othe part of the loan ? 

Mr. LASSE TER. He re is what we have clone, for instance, and I talked 
to the gentleman from Kansas here vesterday, the banker who ap 
peared here, and he asked me if we could take over a man who has a 
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loan with a bank, who is a very good man, and who has a wood record, 
farm equ pment, and owes the bank as a credit of S400 and 
Leos datilnedl Senn anti ot aw RM ok aoa He thinks he can get his 
ne asked me whether we could Carry him. e ThINKS he Cah Le iil 
: : - Cth a: atta Ty) ot bees waneiiell it. and he asked 
money out of the cattle. The man has his equipment, and he asKet 
( f thie man co wld not quite pas hi m out th S year, and where the 
mia Was equipped, i! 1 had plenty oft se rity. vhether we could take 
him over and carry him. And I said. “Yes, we could refinance a part 
of it,1f the mat vere going on W tl the program.” 
Chis was just a mall loan, of some $400. We lo not do a great deal 
of that. We have tried not to have to do any refinancing, but some 
times 1t wo ld be just impractical to do so. 


Mi ALBERT. There are cases whi re a niah may be closed out com 
pletely, have his equity wiped out in a year due « ntirely to the drop 
eattle pl ces, where if he could get a little loai -— 

Mr. Lasserer. We have no authority to go into that, but we can make 
a loan to reestablish herds, as we d cl following the blizzard; we 


} 
’ tt 


loaned ni hey to ree stablish the herds. 

Mr. Poace. In the drought area in the Southwest the cattle have 
not died, practically none have died over the last year, but when a 
man gets out of grass, all he ean do is sell out his cattle, unless he can 
vet money to feed them. But when he gets out of water, he is soon 
out of the cattle business. 

Mr. Lasserer. Yes. 

Mr. Poacr. And they are getting out of water. They are getting 
out of water in west Texas, where | was reared: many of those people 


1 


are getting out of water right now, and when they are out of water, 
they have got to sell; there is no alternative, there is no maybe about 
t. they have got to sell. And when they sell out they sell on the 
present market, and many have no equity. 

The banks will carry them as long as they have water, but when 
they get out of water, they have to sell. Can you help that fellow 
get back when it rains? 

Mr. Lasserer. Yes: that is where rigl 
money 1s going. 

And with reference to your question about water, that is one of 
the most difficult problems we are faced with right now. The lack 
of water. and the desire for money to use in digging wells, and that 
goes all the way from west Texas through Oklahoma and Katisas 
into Nebraska and South Dakota. We have had to pull money out 
of other sections this year to try to meet that urgent need for wells, 
and it runs all the way to South Dakota. 

Mr. Poace. Of course, one way is to help them build tanks. 

Mr. Lasserer. That can help. 

Mr. Poacr. And vou can do that ? 

Mr. Lasserer. That would be i! tas helpful as the first. 

Mr. Poacr. Some of them can get tanks, and they will be all right ? 

Mr. LASS TER. Yes. We are doing W hat we can now to trv to meet 
the demand, to help them get. back, to stay in business with a loan. 

Mr. Poace. Let us limit this examination to the little group that is 
having to sell: Supposing they are not ont of water, but are out of 


it now most of the disaster 


OTASS. 

Mr. Lasseter. Yes, it is the same thing. 

Mr. Poace. If they can buy hay, if they can get a loan to buy hay, 
they can stay in business, but they have got to have some credit assist- 








AGRICULTURAL CREDI1 169 


ance, because the banks are not going to put up the funds; they 
cannot finance them any further. 

Mr. LASSETI rR, As | said, we are lending money to meet such situa 
tions as that. Ifa man has a bad situation and there is no hope that 
he can come out, that he can possibly make a go of it. we turn him 
down, because there is no need to help him wet deeper into debt. 

Mr. Poace. That is all right, but the average man with cows and 
calves and a good character and good standing is going to come out 
all right. 

Mr. Lasserer. Yes. 

Mr. Poacr. And it is that man I hope you could help. 

Mr. [LASSETER, That is correct. and that is where | Say the largest 
per entage of this money, the disaster money, Is GOINL now. It is going 
into that section. 

Mr. Poace. But you are going to limit it to about 87.000 4 

Mr. Lasserer. Not in this program; we will go as far as we can. 


The 87.000 would not. be of any use in that situation: there is no limit 
to the loan. 

Mr. Auserr. If the man qualifies for the loan. 

Mr. Lasserer. The bank—he has to prove that the bank will not 
take care of him. and I might sav a word or two about the letters that 
are sent to me by Members of the House and Members of the Senate: 
very often the first move is to trv to get credit at the bank, and to see 
if they can make a loan, and if they cannot, then we are going to 
step In. 

The port I wim trying to bring out is that we do not compete with 
the banks. 

Mr. Poace. Mr. Lasseter, is it not possible that you are going to 
be called upon for somewhat more credit now because the fellow who 
Is out of business temporarily now Is going to want to stock up his 
pasture again’ Are you going to be in a position to help him stock 
if up? He went out of business temporarily because of the dy uoht. 
Will the interpretation of a disaster loan enable you to help him 
get back into business 4 

Mr. Lassrerer. Yes, sir, and our people down in Texas have pre- 
sented that situation to me. 7 hey are cognizant of that, and I told 
them that the greatest impact of this program may come when things 
get back to normal. Now, there is nothing being done except buying 

their feed and selling off as much of their herd as they can, but when 
. they want to start again, and when it does rain, we Say that is when 
we are really gvoling to know what will be needed out there. 

Mr. Poace. I read a statement in the Waco paper this morning, 

| . which is now 2 or 3 days old, in which Mr. Capplemen, FHA man in 


Texas, said he had more money at the present time than he had ever 


had, and that he was simply holding off to buy, and said we will begin 
operations if and when it rains. 
' Mr. LAssETER, But, of course, if it does not rain there is no use of 
lending it. 
The Cuatrman. Mr. Lasseter, do you not run into the situation now 
' in the drought areas where, in many cases, it is a question of whether 
or not it would be sound to lend for the purpose of purchasing feed 
where that feed has to be brought from great distances and purchased 
at high prices ¢ 
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Mr. Lasserer. Yes, we run into many situation like that, and I will 
sav here that we do not make loans to everyone who apphes fo. them. 
| think that ow people out there, including our county committemen, 

re verv closely in touch with not only the agricultural situation, but 
he economic <it ation whic = fa ing these operators, ind we turn 
| cannot begin to have 


inv of them down. (Ot course, we do not ani 
h money for all of them, but I think that those we do make loans 


enoug 

to we think are deserving and who can make a go of it. 

The CuHatirman. U1 

man goes clear out of bus ess because he has ho money to buy feed, and 
I 


der the law that we are discussing, supposing’ a 


t would be unsound for you to make a loan to him to buy feed at the 
prices al d trai sportation el arges he would have to pay Under those 
ircumstances the best thing for him to do would probably be to sell 
: stock and go out of business Llowever, he is a livestock man and 
ne wants to get back into business when he can. When the rains come 
nd he has some pasture, would he then be able to qualify under the 
disaster lon provision / 


Mr. Lasserer. Yes, sil 
The ¢ HAIRMAN ‘| he fact that he has had to sell his stock and tempo 
rarily vO out of business would not prevent h nh from qualifying ¢ 
Mr. Lassrrer. If he is a bona fide rancher, farmer or feeder if his 
pasture 1s scarce, and if his Situation 1s caused by that drought he is 
ertainly eligible under the law, and as a policy I would certainly 
favor including him in it. 
Che CHarrman. Yes. I think he should be included, but I was not 
l 


1 


re whether the law itse f was broad enough so that it could be so 
hnterpreted 

Mr. Lasserer. That law, Mr. Chairman, is very broad, except for 
“economic emergency, and those two words are not in there, but 
they tre mv hands w th respects to these dropping prices. 

Phe Cnamman. But anything that is the direct result of any of 
these causes, the weather, and so forth, would constitute a basis on 
el you could make a loan. 

Mr. Lasserer. Anything attributable to weather is. 
The CHarrMan. Yes 
Mr. Lasserer. All weather and sect damage and that, of course, 





s weather, and hailstorms. 


The Cuatrman. And anything whieh is a direct result of those 


factors would render a man eligible for a loar prov ded he meets the 
ther conditions / 
Mr. Lasserer. The wording is “production disaster.’ which is very 
Phe CHairman. This may have been covered the other day. Mr. 
Lasseter, because unfortunately, I was not able to be here during all 


if your statement, and not at all during the time of your being ques- 


ed, but I would like to ask you f vou have had ny reports from 

\ r me n the held which would cieate whether or not farmers 

re ving increased difficulties at this time in finan ng themselves 
through the banks and PCA ? 

Mr. Lassrerer. Yes. sir. They tell me that the pressure on us now 


creater, and the inference there is. of course, that the other sources 
of eredit have been tichtening up, ind certainly | think that is the 
log Al ! fere) ce from what we vel ind because of the number of ap- 
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plications for increases, particularly in certain sections of the country. 
i might mention that in the Dakotas particularly, we have had prob- 
xbly worse pressure this year than we ever have had that I recall since 
I have been here. 

The CHAIRMAN. That Increase Wn application s 1s due to economic 
causes as Well as the drought, is it / 

Mr. Lasserer. Yes, sir, together. I have great difficulty in keeping 
that disaster fund off to the side. That is a side line with us, as you 
inderstand, of course, but the applications on which I base mv answel 
just have been these for our regular operating loan program. 

The CHairman. Yes. They were applications that cannot be 
handled under the disaster loan provisions / 

Mr. Lasserer. Exactly. 

The CHarman. And they are Increasing / 

Mr. Lasserer. Yes, sir. 

The CrarrMmMan. As compared with prey ious vears ¢ 

Mr. LAsserer. Yes, sir. 

The CHarrman. You mentioned farm improvements in your state 
ment the other day. I have had some Inquiries from Members ot Con 
e feasible for us to consider legis 


ogress as to W hether or not it might I 
lation which would authorize loans for the construction of wells and 
other water facilities. You have no authority to do that now, but you 
can make direct loans in the case of parties who come in under your 
regular plan for irrigation facilities ? 

Mr. Lassrrer. We have authority under our insured loan program, 
Mr. Chairman, to do that. As you will recall that program authorizes 
us to guarantee loans on farms and farm improvements. These wells 
and ditches would certainly come under the heading of farm improve 
ments. As stated in my prepared statement we do not get very much 
money there now because of the interest rate. 

The CHatmrmMan. Yes. 

Mr. POAGE. What is the interest rate / 

Mr. Lasserer. The return to the lender, Mr. Poage, is 3 percent 
| he borrower pays } percent, one half percent for reserve and one half 
for administration. 

The CHAIRMAN. Did vou make any suggestion the other clay with 
reference to the interest rate when you were before the committee 

Mr. Lassprer. No: I do not think I mentioned that. I think Ser 

. ator Young In the senate has a bill pending to raise the interest rate 
to 5 percent. 

The CHAIRMAN. Would you want to comment on that matter now 4 

Mr. Lasseter. I recommended, and I do not think I am talking out 

> of turn, I recommended that if that 5 percent were permissive rather 
than mandatory it might be all right. Frankly, I do not like to see 
the interest rate go up too high. Being a borrower myself, personally 
Tam always in favor of low interest, but that was my recommendation 

The CHATRMAN. Do you think an increase in the interest rate of. 
Say. to 5 percent, whieh would give the lender 4 percent, would bring 
out some money that you could use in this program ? 


Mr. Lassrrer. I think it certainly would. That program has been 

very spotty. In some States practically all the money we get now is 

from the small local banks. The big insurance companies and banks 
] 
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have withdrawn altogether. Where we are making those loans ts 
where a bank is interested in developing its community and it will 
lend this money more, I think, as a community contribution. not 
worrving very much about the interest rate. In some States, and I 
mel tiol ed Wisconsin. Minnesota. mv own State of Georgia, Missouri, 
and nov n Texas. to a lesser extent. Mr. Poage, the country banks 
have made a eood record with us 

Phe CHAIRMAN. What has been youn experrence so far with those 
loal with respect to the r being 

Mr. Lasserer. We have had no difficulty with them. The amount 


of money we have had to pay o1 behalf of borrowers through de 
nquenci S relatively very sn ill. Do you know how much i. as, 


Mr. Barnard / 


Mr. BARN ARD This year we had to par about S1L50.000 on behalf of 


rood and sound 4 


‘ 


porrowetl That is out of ab mit S47 nilllion. 
The Cuairmanx. Which would be considerably less than 1 percent. 
Mr. Lasserer. Yes. about one-third of 1 percent. Some of those 
were just behind time in payment. Some of them may not be de 


nquent. 
The Crairman. You do have $47 million of insured loan at this 
time / 

Mr. Lasserer. Yes, sir. 

The Cuamman. Are there any further questions / 

Mr. Mi INTIRE. Mr. Lasseter, In view of the fact that these bor 
rowers clear through the lending agencies before they are considered 
by the Farmers’ Home Administration, do you have Wlady reports 
from your county supervisors that, in their own opinion, lending 
agencies are referring cases to them which they might well have taken 
care of themselves? Isthat one point ot complaint f 

Mr. LAss} rER. No, sir. I do not think | remember of one specific 

that. Mr. MeIntire. Very often the banks deal with them as 
long as they can and then they refer them to us, but under their 
limitations | certainly cannot criticize them, and they are not now. 
‘There is a flow in the other direction. That is, we take them into the 
banks from our rolls. Last vear I think 39.000 paid out, that 1s last 
vear, and they are now eligible for bank credit. As I say the flow now 
Is entirely in the other direction. 

Mr. MecInrime. Of course, that is the very way we would like to 
see it. ; 

Mr. Lasserer. Yes, sir. The gentleman from Kansas mentioned 
the other day that we were working closely in our county supervisors, 
and that there was a constant interchange of borrowers there. We 
are very proud of that, incidentally. 

Mr. McIntire. Yes; you havea right to be. 

| have one other quest ion. Mr. Lasseter. 

As you might, perhaps, take a bit of view to the future needs, do 
you think that your agency in order to provide the service which 
Congress intended, does need some increase in its lending abilitv in 
the field of production needs or more in production than in the field 
of farm purchasing and farm improvements? What would be your 
observation on that ? 7 

Mr. Lasserer. Well, I certainly would not want to see any decrease 
in farm improvement, because that is one of the safest things that we 
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do, Mr. McIntire, and the proportion now is so heavily weighted in 
favor of the production loans that I do not think I would recommend 
any shifting in that percentage. 

I think for housing, farm ownership and purchase, and farm im- 
provement we have in the present budget about $37 million or $388 
million, and $120 million of the other. So, it is rather heavily weighted 
now in favor of the production loan, and I would not recommend any 
shift now. 

Mr. McInvire. The theory in those two areas of loans is that there 
IS much need for keeping them in proper proportion ¢ 

Mr. Lassrerer. Yes, sir, they supplement each other. I think a 
man who gets on his feet through our production loan very often 
wants to get his farm improved, or sometimes he is trying to buy a 
farm, and I might say this of our production loan program, whic hI 
know would be of interest to you. I have been critical sometimes of 
our people in the South when I saw the number of production loans 
we were making with respect to those who own their farms, and I 
thought probably that an undue proportion of that money was going 
to tenants. However, we made some check surveys, and we found 
that the people who own their own farms, who have been on our 
production-loan program, that the number who get farms and im- 
‘semana through credit sources, their own sources, is in much 
greater proportion than those who borrow money from us and buy 
a farm. 

That is another trend that I like. You cannot measure the number 
of people who come off of our program and who become farm owners 
by the number to whom we loan money because the great majority get 
credit from other sources to buy their farms. 

The Cuamman. Are there any further questions of Mr. Lasseter? 
If not, Mr. Lasseter, we thank you very much for coming up this 
morning, and for your appearance before the committee. 

Mr. Lasserer. Thank you, Mr. Chairman and gentlemen of the 
committee. 

The CnatrmMan. Next we are going to hear Mr. I. W. Duggan, 
Governor of the Farm Credit) Administration. You may proceed, 
Mr. Duggan. 


STATEMENT OF I. W. DUGGAN, GOVERNOR, FARM CREDIT 
ADMINISTRATION 


Mr. Ducean. Mr, Chairman, if it meets with your approval, I think 
I will not read my statement. It is rather lengthy, and instead of 
reading it I will summarize it and devote my time to the discussion of 
the tables that are attached to it, some 4 or 5 tables. 

As we all realize, there are four types of credit that the farmers 
need. They are mortgage credit, operating credit for capital ex 
penditures, credit for day to day operating expenses, and credit for 
cooperatives, and we have machinery set up for those different types 
of credit. 

Of course, in the mortgage-credit field we have the insurance com 
panies, the Federal land banks, individuals, and so forth. The in 
surance companies have about 24 percent of the total mortgage credit 
outstanding. The commercial banks have about 16 pereent, and the 
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cooperative credit system made up of the national farm loan associa- 
tions and the land banks about 16 percent; the Farmers’ Home Ad- 
ministration has about 4 percent, and about 40 percent of the farm- 
mortgage debt is held by mortgage companies, miscellaneous lenders, 
and individuals. 

‘Then in the short-term-credit field the commercial banks have about 
39 percent of the non-real-estate agricultural loans; the production 
credit. associations about 7 perce) t: the Farmers’ Home Administra 
1ion about | percent : and merchants, dealers, and other lenders about 
36 percent. ooperatives get about 50 percent of their credit from 
banks for cooperatives, and the remainder primarily from commer 
cial banks. 

We can also classify our credit 1h) whinery by types of lenders, and, 
of course, in that tirst type would be the privately financed groups of 


l 


lenders such as insurance companies, commercial banks, mortgage 


companies, merchants and dealers, privately financed agricultural 
credit corporations, and livestock loan companies and individuals. 

The second group would include the cooperative group of lenders, 
the national farm loan associations and the land banks, the product ion 
credit associations. cooperatively owned livestock loan companies, and 
agricultural corporations and banks for cooperatives. 

The third group ot le? ders would be those groups lending direct 
Government money. This group includes direct Government loans 
as well as private lenders that make loans ouaranteed or insured by 
the Government. 

These guaranteed or insured loans are included in this group be 
cause we recognize that loans insured and guaranteed by the Gov- 
ernment might actually become Government loans during any period 
of protracted low income or difficulty. 

I do not think we would have to resort. to foreclosures in that kind 
of a period, but these loans would be turned over in the entire amount 
and would hecome fully Government loans. 

As you may know, in the Farm Credit Administration we have the 
Federal land banks, the national farm loan associations, the produe 


tion credit associations, and the v holly Government-owned production 
] tT 


credit: corporations, banks for cooperatives, and the wholly (,overn 
ment-owl ed eredit banks. 

These are unde the supervision of the Farm Credit Administra 
tion in Wash neton, and the Farm Credit Administration performs 
few functions. One of these is to supervise these institutions, to audit 
and examine them annually, and to perform service. In the past a 
rather important function was supplying capital. That has not been 
so Important m recent years. 

Going back to the short-term credit institutions under our super- 
vision, we have the production credit associations, 499 of them, and 
these made 279,000 loans last year for $1,342 million. 

Their average interest rate amounted to 6.41 percent per annum, 
including in that the service fees. That rate has been going up 
rather rapidly over recent vears. In fact, we sold debentures this 
week that cost us 21 » percent for 9 months’ debentures, plus a selling 
commission of one-tenth of 1 percent, making an annual interest cost 
of 2.6 percent. We have sold debentures as low as one-half of 1 per- 
cent, so that we can expect some increase in that interest cost to 
farmers, and if the operating costs of the associations continue to 
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increase the supervisory cost has to in the production credit corpora 
tions which are wholly Government-owned corporations. 

The CuamrMan. Would you mind if we ask questions as you go 
alone, Mr. Duggan 4 

Mr. DuaGan. No, not at all. 

The CHaArrMan. While we are talking about production credit 
associations, I am interested in what is said in your statement here 
with respect to the Government stock in the production credit associa 
tions which is said to have been reduced from a maximum of $90 
million down to $8,700,000 with 281 associations now entirely owned 
by their farmer members. 

My question to you is, Do you anti ipate that at any time ni the near 
future it will be possib le to retire all of the Government stock 

Mr. Ducean. It will depend on the trend of economic conditions, 
Mr. Chairman. That $8,700,000, as of June 30 will be 1 
bly, $3 million this year. 

On the other hand there may be associations which will have to 
request additional capital in some of the drought areas, and in some 
areas where they experience other difficulties, and even economle 
stresses, so that I question rather seriously that we will, in the next 





‘ possl 


fi W years, be able to have all of the production eredit assoc1ations 
fully farmer-owned. Quite a number of associations have a relatively 
small amount of Government capital still invested in them. 

Mr. Poacr. Do you consider it a desirable objective to make them 
wholly farmer-owned ¢ 

Mr. Dueean. Yes, I do consider it a desirable objective to have 
them wholly farmer-owned. The time of doing it jevends:: on the 
economic an saci the need for that type of credit by the farmers 
in the are: 

There is one problem I will get to later, but 1 could possibly take it 
up now, that o1ves us concern mn that respect, and that is that the full 
risk is confined to the area of the local association. 

There is no way that a production credit association can spread the 
risk districtwide or nationally like the banks can to a degree with 
deposit insurance or thre Federal land banks who can spread it out 
district over the program. Jecause of the inabilities to spread their 
risks they may run into some difficulties, especially in the drought 


areas. 
The CuarmMan. While youa re still on = at point, even if the amount 
of stock held by the Government is sinall. i Ib may be spread ovel quite 
large number of associations. aa tinaiie associations located in any 


particular geographic area or areas which are engaged in an \ partic 
ular type of farming, and are they large or small associations, or is 
there : any pattern ¢ 

Mr. DUGGAN. Some ot them are small ASSO intions making a large 
number of small loans which have a relative hieh operating cost rela 
tive to income. 

For instance, in Texas they have repaid all Government capital 
pretty heavily, Bee: in California where the average-sized loan would 
run about $15,000, or approximately that, and in the Omaha district 
they have repaid pretty heavily, and where we have rather large 
average-sized loans, and where the cost per $100, for instance, is not 
so high. 
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The Cuatirman. What about the Wichita district / 

Mr. Dvccean. Quite a number of them have paid out there. There 
are some areas in the Wichita district where there are a number of 
transactions with a considerable amount of Government capital in- 
volved, and I think, Congressman Albert, in your area. 

Mr. Poace. Do you have any suggestion as to how we could spread 
that risk? 

Mr. Duacan. We have been concerned about that problem for a 
number of years, and 2 years ago, I believe, we asked several men to 
come in and study the problem. This group included Mr. Hall of 
Cornell, who used to be Governor of the Farm Credit Administration, 
and he was head of the Agricultural Economic Department; Mr. 
Center of the National Credit Committee, who is well-versed in bank- 
ing; Mr. Murray of Ames, Iowa; Mr. Koontz of the Springfield Farm 
Credit District: Mr. Aull of Clemson College, South Carolina; and 
Mr. Butts of Purdue, and they spent several months studying this and 
they have worked out five approaches to the problem. The Farm 
Credit member and the Office of Farm Credit Administration at 
Springfield, Mass, are trying to carry that study further and imple- 
ment it intoa progranythat might be worked out. 

I would say that by and large the local asociations and the offices 
and districts of the other associations up to this point have not been 
very ser lously concerned about it. 

The amount of loans outstanding as of December 31, 1952, in the 
production credit associations amounted to $606 million, and the max- 
imum outstanding at any time during the history of the associations 
has been about 8805 million, which was during the year 1952 

I think you men are familiar with the loan practices and conditions 
of makin va loan. 

Referring to page 6, “Capac ity for expending loan volume,” the net 
worth of the 499 association is as of December 31. 1952. was $178.452.000. 
With a loan ratio of 1 to 5, or 5 times the net worth. the associations 
could have made S870 millions of loans: that is, had that amount of 
loans outstanding at one time. The maximum was actually $805 
gr 

ith a ratio of 1 to 7 they could increase, on their present net worth, 

to 31.246 million. Under the law a Federal intermediate credit bank 

can discount up toa ratio of 10 to 1, but we seriously question the 

advisability of going that far,and you cannot possibly go that far with 
ich different association. You would have to have a maximum. 

Also we are concerned about the effect it would have on the cost 
of debentures that we sell to the public which are not guaranteed by 
the Government either as to interest or pl Incipal. There ee we hes 
tate to go over, even in the strong association, a ratio of about 1 to 7. 

While 279,000 members borrowed in 1952, that was ais about 60 
percent of the total membership, and if the total membership came in, 
or the other 40 percent had come in and asked for the average-sized 
loan, the total volume would have been $1.340 million which. you see, 
is slightly in excess of the amount that could have been extended on 
their present net worth with a ratio of 1 to 7, yet they can extend over 
the maximum that has been outstanding on their present net worth 
from S805 million to somewhere above $1200 million, but that would 
not provide for many of the farmers who might want to qualify for 
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loans who are not now borrowing from the associations, or who are 
not new members. If all of the members should want to borrow, that 
would never be possible to reach the maximum because some of them 
have retired from farming and retained their capital. You can ex 
tend possibly $200 million or $300 million over the maximum outstand 
ing if it becomes necessary just on the ratio of 1 to 5. 

‘I hen there is still S35 million capital In the production credit col 
porations that could be reinvested in production credit associations 1f 
it were necessary which would expand at a 1 to 0 ratio the loaning 
authority by 875 million. 

There is $53 million in the revolving fund in the Treasury of the 
United States that is not presently beme used that could, with the 
approval of the Bureau of the Budget be reinvested after consulta 
tion with the Treasury, and it would expand that lending ability an 
additional 8275 million at a ratio of 1 to 5. 

So that, possibly, we could even on a 1 to 5 ratio, increase by some 
$400 million our maximum outstanding in 1952. 

The product ion credit associations make loans and then discount the 
paper with the Federal intermediate credit banks, and account for 
about. S80 percent of the total business of the Federal intermediate 
credit banks. 

During the vear 1952 the Federal intermediate credit banks ex 
tended some sv billion of credit. SO percent being to the production 
credit associations and the other being to privately capitalized credit 
institutions, agricultural credit institutions, and a small amount to 
banks and cooperatives and a still smaller amount to cooperative 
associations. 

The net worth of the Federal intermediate credit banks amounted 
to $109,364,000, which is made up of paid-in capital of $60 million, 
which is Government capital, paid-in surplus of $6,850,000, which is 
also paid in from the Treasury of the United States, and surplus 
reserves of $42 million. 

On the basis of a ratio of 1 to 7, then, the Federal intermediate 
credit banks could have outstanding $763 million at one time on thei 
present net worth. 

There is in the revolving fund $33 million that could be resub- 
scribed which would increase the borrowing authority about $231 
million ona 1 to7 ratio. 

Under the law the Federal intermediate credit banks could 20 to 
1 to 10, so that it would seem that the Federal intermediate credit 
banks could have a maximum outstanding of around a billion dollars 
if this additional capital or surplus of $33 million is used. It appears 
very likely we will use some of it this year. 

Mr. Poace. Mr. Duggan, the Federal intermediate credit banks are 
entirely Government-owned / 

Mr. Duacean. That is correct. 

Mr. PoaGre. 'To the extent that there is an earned surplus there, of 
course it was earned on Government capital. 

Mr. Duacan. Well, not all of it on Government capital, because 
they have paid over 82 million franchise tax. 

Mr. Poacr. Do you think we ought to try to find a method whereby 
they might become farmer-owned 4 . 

Mr. Duaean. We have taken that up a number of times. Frankly, 
Mr. Poage, the PCA’s are not financially able to buv out the Federal 








ntermediate eredit banks and ma tall invthing like the present 
rate of interest of 6.41 of cost to farmers. In your district I believe 
if somewhat hig er than that. In Cor oressman W heeler’s district 
t runs possibly 714 percent For some I do not think I see any 
possibility of chang 
Mr. Api 1) the Governm« old stock ¢ 
Mr. Ducean. { er int fF 1 of stoek or in the 
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Nir. McInvire. On the same ratio of discount capital to loans ? 


Vin Ducean. Yes. They ould nerease their volume, I muess, 
ibout SZ00 million more, or maybe a little more, on that bas 

I do not think it 1s necessary to @o very much right here into a dis- 

on of the Federal land banks, except to say that the business of 

the Federal land banks is increasing. Last vear they reinstated 

8.000 appheati ind closed 43,000 loans for $254 million. One 


hundred and ninety million dollars of that was new money: that 1s, to 


| 


borrowers who had not borrowed before. The remainder was either 
refinanced or simil: 
Mr. Anserr. What service does the Farm Credit Administration 
verform for the Federal land banks? 

Mr. DueGan. First, to ipervise thr land banks in about the same 
proportion that the Comptroller of the Currency supervises the na- 
tional banks. We examine the Federal land banks and the national 


rut loan associations ani ually. We make up consolidated state- 


ments for the 12 district banks. We perform services. 

\lso, under the law, the supervision of the national farm loan asso 
ciatio placed in the Federal Land Bank Commissioner. Most of 
the authorities are carried on at the district level, on the lending by the 
banks. The Farm Credit Administration at the Washineton level 
does.not make many loans or turn down loans for the land banks. 

1} y have to approve certain loan ( f a certain excess size, but all 
the services of the Washington office are about the same as those per 
formed for the commercial bank by the Comptroller of the Cur- 
rency, the Ke leral Rese ve system ana the Federal Deposit Insurance 
( orpor ition. 

| think no other authority should be placed in Washington than 
those functions. We do perform service in the assistance and sale of 
| ds. and common services that are performed for the institutions. 
Also, the appraisal is under the direct supervision by law of the 
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Washington offi © Phat is the appraisal of farms. While it is paid 
for by the | van Ss. that was p raced in the law, after very much debate 
ri | think they had sufficient reasons for it n the Washington of 


. because of the publi “s interest the buving of the bonds, which 
tre hot gual inteed by t the Government. eithe ! ts d pressment or n 
holding the liability of the 12 banks jointly and severally. To pro 
tect the public in that, the buver of those bonds, the security, which 
primal ly the appra si] pi the net worth of the banks, 1 ip 
praised by a land bank upp! er, ho . public official. 
Mir. Poace. What abou he pel a of the | inks ¢ W Lat pel 
S1O does the Karn Credit Aah ! On have over the p 0} |? 
Mr. Di Phe personnel of inl re elected thie id of 
11" QO) nthe 12 dist [s,s ject to The appro lot the Farm (¢ readit 
Administration. Phe only approval that we ask even to be sent 1n, 
h one exceptior with the exception of one clistrict s the approval 
ot el r offices O \ i! 1 « ( | re has been not 


disapproval since L have been Governor of the Farm Credit Adm his 
Pai ion. 

Mr. Poacr. The reason you will not accept that from the Houston 
Lat ad Ban csactio because t eV \ ould hot sign an agreement Giving 
you a veto power, Is it not? Actually the Houston bank has refused 
to accept any FEP( 

Mr. DuaGan. There is a misunderstanding on that. The newspaper 
stories were incorrect on it. Still the board is not clear on it. 

The other 11 districts have worked out an employment program 
Which meets the requirements of the Executive order of the President 
ibout thei employment. 

Mr. Pp OAG Ee a habtis right. The other banks have said, including the 
other southern banks, that they would comp iy with the looks of things, 
and that th vi ould fo on and do just as they alw: Lys have done, and 
try to make it look all right. The Houston bank said: “We are not 
foing to give you any eyews ash. We are not going to promise to hame 

» people you Want li umned here. Nor are we going to promise not to 
reject anyone we think would not fit into our organization.” That is 
vhat they said, is it not? 

Mr. Dt GGAN,. The other lL] districts set up a pro edure whereby any 
applicant for a job who was dissatisfied could appeal to the board 
of directors in the district. 

Mr. Poacr. With so many boards that they would expect to wear it 
out and find they would become discouraged and ay: “We will just 
quit.” 

The Houston bank said: “We are not rong to do that at all. We 


are going to ruh this bank as we have run it in the past.” That is 


about what they sald. And you in the Farm Credit Administration— 
T do Mol mean you, pers sonally, and I am not charging you did not have 
to do it—would hot ap ras is The effect ot it is that the Farm 


Credit Administration said, “All right. If you are going to do that 
going to appoint your personnel.” 

Mr. Duccan. We do not appoint them. It is merely an approval. 
Also, I think if you will check back you will find the Comptroller « 
the Currency can disapprove directors and officers of commercial 

banks. 
Mr. Poace. The directors, yes; but they cannot disapprove the 
stenograp yhers or the tellers or the janitors, 


we ire 
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Mr. Duaean. I have not, either. 

Mr. Poacr. You have that power. 

Mr. Dt GGAN. It Is in the law, subject to approval of the Farm Credit 
Administration. 

Now fran k] ly e I } nave withheld approval of one of the officers in one 
of the dints cts . for several vears, T have not disapproved him, but I 
have not Ccauatd him, waiting on the completion of the investigation 
by the Senate Agricultural Committee. He is still serving as an officer 
and receiving pay. 

Mr. Poaa I am not at this time bothered about the officers. What 
I am talking about would be the janitors, the charwomen, the stenog 
raphers, and clerks. I am talking about the employees. I am _ nof 
talk ng about - e officers ot the bank. 

Phe Houston Land Bank does not select its own employees, does it? 
Mr. DUGGAN. Yon 
Mr. aun It does? 

Mr. Ducean. Sub geet to the approval of the Washington office. We 
had delegated that authori ty, and we would have left it out there if 
they had set up an appeals procedure in accordance with the Execu- 
tive order of the President. 

Mr. Poace. Since they did not, you did not leave it out there, and 
you do have to approve them. 

Mr. Duaean. I do not want that authority, personally, but it is 
necessary until they decide to adopt a procedure ot appeal to the 
Board of Directors there. 

Mr. Poace. Let us not beat around the bush. The procedure you 
are talking about is FEPC, is it not / 

Mr. Duacan. It is an appeal procedure. You can call it anything 
you want. It was under the FEPC order of the President: yes. 

Mr. Poacr. That is right. That is what we are talking about. The 
Federal Government is trying to make the Houston Land Bank, 
which is wholly farmer-owned institution, employ people as employees 
which the owners of the bank don’t want. 

You just testified that the Houston Land Bank was a wholly farmer 
owned institution. 

Mr. Duceax. It is wholly farmer-owned. The only reason they 
came under that, Mr. Poage, is that the employees a ire in the Feder: al 
service retirement — and receive the benefits under that system. 

Mr. Poace. If we can get them out from under that, will you then 
sav that the Sa ceakaes Land Bank ean hire whom it pleases ¢ 

Mr. Duccan. I think that by removing the retirement they would 
not come under the Executive order. 

Mr. Poace. I think the next question is: Will you support a propo- 
sition getting them out from under the Federal system ? 

Mr. Duaean. I have recommended it twice. 

Mr. Poacr. Good. 

Mr. Duacan. That all of the employees at the district level have a 
setup for a retirement system which will be paid for by the units at the 
district level. 

Mr. Poace. That is what we want to do. 

Mr. Ducean. All of them. 

Mr. Poace. We want them to have a retirement svstem. and let the 
bank pay for it. 
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Mr. Duaoan. I think they should be on that basis. I would ree 
ommend it. I will support it. 

Mr. POAGE. (rood. 

Mr. Ducean. I have done it. But vou have one other point there. 
Some of those employees, a good number of them, have 15 or 20 or 25 
years of service. You will doa great injustice to them unless you con 
tinue them under the system and bring in the new employees under the 
new system, as the Federal Reserve Board did with its employees. 

Mr. Poacr. We do not have to continue them under the civil-service 
system. 

Mr. Duccan. They are not in the classified system and are not now 
taken off the civil service rolls. They are emploved by those dis 
trict boards. I am in favor of the district boards having more au 
thority, wherever we can delegate, wherever Congress wants to change 
the law to give it to them, and not concentrate in Washington under 
any shape or form. 

Mr. Poace. If we can, instead of continuing them as Federal em 
plovees, make them really employees of the farmers, of their own land 
banks—— 

Mr. Duscan. Yes. 

Mr. Poace (continuing). And let the land banks continue to con 
tribute to their retirement, under the present retirement fund, I would 
agree that they ought to have the advantage of the retirement fund 
they have worked for. I think the land bank ought to continue pay 
ments for them until such time as they have either retired or drawn 
the benefits or until they have lost their rights some other way. The 
land bank ought to continue those things. IT do not think the land 
bank ought to wipe out their rights. 

You would agree that the land bank should continue those pay 
ments and respect their rights, when they become employees of the 
land bank without control in Washineton over them / 

Mr. DUGGAN. I think all ot those district units, because of their 
interwoven responsibilities and service to the farmers, ought to have 
the same type of retirement program. Using the system of employees 
they use in the Springtield clistrict, a man works for both the land 
bank and the production credit association, 

Mr. PoAGE. Yes. 

Mr. DUGGAN. Where we have one officer present in all institutions 
there. 

Mr. Poacr. Yes. 

Mr. Duacan. Yes. I would be in thorough accord with it, and I 
would like very much to see the legislation put into effect. 

Mr. Poace. Yes. 

Mr. Duaean. If I can advocate legislation. 

The total outstanding volume of the loans of the land banks as of 
December 31 were $1.078.000,000, for 311,000. The land banks are In 
excellent financial position, and can oreatly increase that volume of 
business on that present net worth, without having to 
the Government for additional capital. 

In fact, while some of the banks are in a stronger position than the 
others, the 12 banks have an excess of $300 million of net worth, 
which, at a ratio of 10 to 1, would permit them to lend under a maxi 
mum of more than $3 billion, compared to the $1 billion outstanding 
today. 


go back to 
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We think that the Federal land banks can stay with the farmers 


during distress and extend and defer payments, and also take on new 


We t nk the interest rate may have to go up in some districts, 
Phougn i ot all of them In 9 districts the present rate 1s } percent. 
In 1 district it is 5 percent, and districts it is 414 percent. The 
qaist! ts over 4 pel ent are Spl notield, Ma s. and Baltimore, Md., 


! percent uid the €<« unbia district, where it 1s 0 per 
‘ 
| there i} reasine ) ‘ thre mads we sell, und the se bonds 
ante i 1) the Govel went either as to interest or prin 
} : iwet ; mt some of e distil ts WV i need to revi w their 
e] ft rat i vy have ta rm) ip. be ise ] iting costs are ‘ 
If ‘ l turn to} ive 14, | ‘ i like ¢ ( id that one page al 
( t 
\ st ly made by Cornell University a few years ago of some dairy 
rari n New Y« : State shows that in 1947 the « ipital used on these 
far is almost four times as much as in 1907, Farm receipts 
. too, and in 1947 thev stood at 814 times what they were in 
QF On the other hand, production expenses were 14 times as high, 
Che study shows that in 1907 it took 9.7 years for a farmer’s expenses 
to equal his « ipital imvestment In 1947 it would take only 2.0 


irs: and ow it will not take that long. There fore, in 1907 if a 


I er ran intoa period of low prices or poo! corps, O01 both, it would 
4 1 } 1 1 ° 4 > 
be t.4 years before his expenses equared his capital investment. by 
947 h expenses would have equaled his investment in 214 vears. 
in | | o % 
The report goes on to say: 
eS ing price level could wreck the modern farmer, but not so much because 
debts as because of high and relatively fixed expenses for equipment, gasoline, 
ert er, 1! irance, electricity, and the like 
Farming has always been a gamble rhe stakes are much higher now than 
1) il ioe 


Mr. Atvert. That does not take into account emergency situations 
either, where feed 1s wiped out. 

Mr. Duecan. Not in this study. This study was a constant over a 
period of years. 

Mr. Aupert. Yes. 

Mr. Duggan. An analysis of cost account records in northern Thi 
nois, eastern Lowa, and southern Minnesota, for the shorter period of 
i940 to 1951 shows much the same trend in relationship between farm 
expenses and capital Investment. 

In Illinois it would have taken 6.9 years in 1940 for expenses to 
equal capital investments. By 1951 it would have taken only 31% ' 
years. In Iowa it would have taken 4.5 years in 1940 for expenses to 
equal a farmer’s capital investment. In 1951 it would have taken 
only 3.8 years. In Minnesota it would have taken 5.9 years in 1940 
and 4.1 years in 1951. 

One of the big risks there is that the farmer can go broke SO mu¢ h 
faster. The operating expenses will eat up his equity. If he owns a 
farm debt-free, in 3 or 4 years he can lose his farm equity. That 
hothers us. 

In connection with the land-bank loans, many farmers are refinanc- 
ing their short-term loans with the long-term loans of 30 or 40 
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veurs on the mortgage, The short-term loan was used for mac hinery 

ind livestock, which will be used up in 3 or 4 or 5 years, but he will not 
av off that debt for 40 years, That has gviven us some concernh, 
How well can present machinery meet future needs‘ 1 believe the 





surance Compal ind the land banks and national farm loan asse 
itions are ina much better position now that ey were in the 1930's 
indle farmers’ mortgage credit needs in times of low prices and 
ling farm income, as well as in times of high farm income such 
ve have | id recent vears Expel ence ha own that, 11 these 
itlol Ca nal I} stick with farmers dui Y hard times, most 
l ire \ ( oO pny rf] tive ( y del 
Liu ml ‘ em | = DI It 1 |) ley ( ( } ( ix 
( le fou ely ePSeCl bol Owel ( | l Vy ToOrese ible 
} ] 1) ] Vy I S el i \ \ Iso ha ull 
ent ¢ (|) { l md reserves to make Ohsladel ibly hore hev loans if th if 
tye ( ary. 
I) t| eC ¢ Pp rating reat field, however, l do} t beheve our credit 
ben nery is well fixed. Although commercial banks have the 
i tao ul | leposits that they a d ot have n the 1930's, 
\ ePTLIOI trop Mi pl ces and neomes would ent th —17e of their 


leposits md thu curtail thel ability to renew, extend, or make new 
loans. In this connection, it is important to recognize that a large 
proportion of the commercial banks making loans to farmers in some 
ori ultural areas are not members of the Federal Reserve system 
they are State banks and thus do not have discount pl ivileges with 
the Federal Reserve banks. 

While production credit associations have built up sizable reserves, 
their volume of loans has greatly increased. In ack ; 
not had the experience of the land-bank system of going through a 


tion, they have 


pe riod of ser ously cle lining prices and greatly reduced farm incomes, 
Any losses would have to be borne under the present setup by the in 
dividual production credit association, since there is no way of spread- 
ing the risk over wider areas as there is in land-bank system. Pro 
duction credit associations also probably would be faced with a 
shortage of capital for carrying extensions or renewals of present loans 
and for making loans to farmers who, although not now borrowing 
from the associations, would want to borrow from them in times of 
stress. This is on their present net worth, unless they went back for 
vdditional Government capital. 

Probably the most vulnerable sources of credit for farmers are 
individuals and merchants. They undoubtedly would find their 
ibility to carry farmers’ current loans and make new loans greatly 
curtailed by slow collections and a tichteninge of their own sources of 
credit. 

In fact, I do not think we have seen any of the demand for credit. 
We may have some if the pl ice-cost squeeze continues, If you YO 1nto 
those things, you find the farmers defer as far as possible asking 
for additional credit. The merchants and all have not tightened up 
is much as they probably will. 

I think any inquiries you put out now will not give the picture vou 
nay find a vear from now or even 6 months from now. 

I would like to drop over to the tables. The first table there is a 


nort one 
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Estimated total farm real-estate ane non-realestate debt. and amounts and 
average rates of interest paid on suc debts by farmers, by years, 1921, 1928, 
nd 1940 ) 
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Mr. Duecanx. I was somewhat surprised here. The total farm 
debt today is at record levels. You will notice in 1953 the real-estate 
debt of farmers is 86.7 billion, the non-real-estate debt is $9.2 billion, 
and the total is $15.9 billion. ‘That was increased from 1946 on, 
when the total debt was $7.8 billion. It has gone up toa total of 
$15.9 billion, or up almost $8 billion in 7 years, going up at the rate of 
better than $1 bilhon a year. That surprised me some. 

The previous record was taken from 1921 or 1923. Our figures are 
not quite as good there, but it would seem it was around $16 billion 
then, if we had it on a more comparable basis. 

You will notice the interest rates, over in the right-hand column, 
OLY up, also. 

If you will drop over to the next table, it shows the total farm 
mcome and expenses. 





Estimate 
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(The table is as follows:) 


d total farm income and exrpenses and estimated value of physical farm 
assets for 1910 and by years, 1917-5 


[Billions of dolla 
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Mr. Harvey. Mr. Duggan, will you pardon an interruption ? 
Mr. Dueeax. Yes, Mr. Harvey. 
Mr. Harvey. In checking that table I did not notice the figures for 
1929. Do you happen to have those ¢ 

Mr. Duccan. No. I do not. We can vet them. We took the previous 
high of 1921 and 1925, and then in the last years from 1940 to 1953 
by years, 

Mr. Harvey. The figure in 1929 would have been lower than in 1923? 

Mr. Ducean. A smaller figure. 

Mr. Harvey. Pardon me? 

Mr. Duccan. It would have been less. The farm debt would have 
been less. for the total farm debt. 

We ca look that up Tor vou. but I think you will find that the total 
farm debt was somewhat less. 
Mr. Harvey. All r ont, You m i\ proceed. 
(The information requested 1S as follows:) 

UNITED STATES DEPARTMENT OF At tu 
FARM CREDIT ASSOCIATION, 
Washinaton 25, D. C., April 27, 1953, 


Mi Manet CC. 1% NEY 
ix « i ¢ } fHiouse Committee on Agriculture, 
House ¢ Nepresentat 
Drar Mi I) NEY ({t the committee hearings on Saturday, April 25, 1953 
Mr. Harvey asked Governor Duggan whether he could furnish figures for long 
term and short-term farm debt outstanding in 1929. The data are available for 
January 1, 1930, and are as follows 
Billiona 
Jar 1, 1930 of dollars 
Real estate debt 9.6 
on-real-estate debt ht 
one 
Total debt 14.6 


These estimates were prepared by the Bureau of Agricultural Economies and 
appear in the Agricultural Finance Review, volume 10, November 1947, page 91 


In accordance with our telephone conversation, | am sending this informatior 


J. M. Sevsy, 
Special Assistant to the Governor 


Mr. DuaeGax. On the next table you will notice the gross income 
from 1910, by vear's You can see the trend there for the farm gross 
income. It reached a rather low point m 1932, and goes back up to 

rh p n 1937 

The next column is the production expenses. You can see how 
rapidly they have gone up, which bears out the information Mr. 
Farrington submitted to this committee in his statement, as well as 
others Phe production expenses In 1952 were 823 billion, the highest 


n record If you go back to 1946, they were only $14 billion. 
The net farm income reached a peak in 1947. It has been going 
down, somewhat lower than that. since then. 

So we still have a problem there on the production expenses, and 
that accounts for the | gy increase on the previous table of the short 
term or non-real-estate debt. That debt has exceeded the mortgage 
debt It did about 3 vears ago, for the first time in history. It is 
still going up rather rapidly. Some of that debt even now is being 


refinanced into long-term-mortgage debt. 


ce. 
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The next column is “Land and buildings.” In the next half of 
this table are some statistics on the value of physical assets, as of 
January 1, by vears. 

You will notice that the real estate, land and buildings, reached a 
peak prior to World War IT in 1920, when it was 866 billion. By 
1935 that farm real estate had depreciated to 830 billion. In othe 
words, they lost in assets $36 billion between wars, and the farm fore 
closures amounted to about $1 million. 


Then the farm real estate has been going up, and it Is now S92 


billion, It was increaesed in 1952 to 894.6 billion, and it went to S92 


billion. The next column is “Machinery and equipment.” If we go 
back to L946, the machn ery ana equipment amounted to only Sb. 
billion, but in 1953 it is $16.5 billion. That. agwain, accounts for the 


large amount of short-term debt and the high cost of Operating a 
farm with these non-real-estate debt 

Phe next column is “Livestock.” In 1946 it was 89.7 billion, and 
1953 it is $14.7 billion, but it has dropped from a high of 819.6 billion, 
or come down from January 1, 1952, to January 1, 1953. by some $5 
billion. . . . 
The total assets, of course, are very high, and the total debt is lew, 
In proportion to the total assets. 

The next table we will skip and just put in the record, if it meets 
with your approval. 
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Mr. DuaGan. On the last table I would just like to point out a few 
high points. We will take the last column. It is a review of certain 
activities of the Farm Credit Administration for the last 10 vears. 
These institutions have paid back to the Government $356 million In 
this period. They have paid franchise taxes to the Government of 
$214 million. 

They have paid profits and or dividends of $113 million, for the 
Farm Mortgage Corporation part of that. Since that date it has 
been brought to 8121 million. 

They borrowed from the pubhe. without Government guaranty as 
to interest or principal, 89.7 billion. 

They paid interest of S315 million on that money which was 
borrowed You see, thateyis about $31 million a vear interest. 

The have mer sed then member-owned capital stock by S39 
million. That is a net increase. 

They have mcrease al earned surplus al «| reserves by S517 million. 

They paid dividends and patronage refunds to members of $29 mil 
lion. 

And they have loaned S15 billion 

Bach of the institutions under the supervision of Farm Credit. has 
either repaid all the Government capital, or it is intact and unim- 
pa red, and they have rather large surpluses and reserves. Yet there 
Is tO me a gap im the credit service to farmers. I think there is a 
need for an intermediate type of loan, from 2 to 7 vears, to finance 
the non-real-estate caiptal Investments for the farmers, such as ma 
chinery, livestock, soil building and that type of thing. 

We are cooperating with Purdue University, studying that problem, 
and we are on the second vear on that with the oraduate students. 

We are also cooperating with the [ hniversity of Minnesota, to de 
termine how young farmers have gotten into farming in the last 10 
years, both veterans and hnonveterans. ‘| heat study is under Way. 

We are also cooperating at Ames, lowa, with the Lowa State College, 
in the study of the need for intermediate or short-term loans. I 
think there Is a possibility there that a study needs to be made as to 
the need for a line of credit to a farmer, where a farmer woes Into the 
institution and asks for a line of credit and he and the lender sit down 
together and analyze his situattion and they determine, after an ap 
praisal of his phy sical assets—real estate. farm real estate—that he is 
entitled to a certain amount on his real estate. Then they review his 
chattels—maclrinery, equipment, livestock—and set a figure of about 
what would be reasonable on that. Then they determine what he 
would need in the way of an annual operating loan. Then they say: 
“This would be your maximum line of credit. which you would be 
entitled to, and we will make it with an appraisal and we will make 
you a long-term mortgage loan. We may have to draw that out even 
longer than 10 years, because of this high operating cost.” Then they 
will make the intermediate type of loan, from 2 to 7 years, or make an 
annual loan: but all of his line of credit would be reviewed and would 
go up or down, would expand or contract, from time to time. Espe 
cially in the operating and short-term part the payments would be 
fitted to the needs. 

In making loans to cooperatives we follow exactly that practice 
today. That means that if he gets in trouble with his loan you do not 








renewal basis. with a l-vear 


KNOW W 


there, Phat covers more the farmer wl 
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Mr. Ducean. Yes. 


il nually. 
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ave a short-term lender going in and taking away his ability to pro 


duce by foreclosing on the chattels, the equipment, and machinery. 
Ni 


‘ither do you have the long-term lendet foreclosing on the farm, 
o that he cannot work. So there is a short-term and long-term 
ender problem, as to who is going to get there first, to get what 1s 
eft. I think it would be much better for the farmer this way. I 
hink it would be a more economical type of loan to administer. It 


ql he Just Hi sound in the lon field. 


The real-estate mortgage 
lal bye just as sound 


with that tvpe of operation. 
Of course, that is rather revolutionary im ow present development 


tf 


Mr. Harvey. How would vou suggest that the intermediate type of 
mn be handled for a farmer who had no land equity ¢ 
Mi DUGGAN. Well. then he would get only two types of loans. He 


vould get one in the intermediate tvpe of loan, for the equipment and 
iachinery and livestock ; 


ne, 


and then he would get an operating loan 
That intermediate type of loan would be stretched out over 


the annual payments, with maybe no payment for the first vear or two. 
It would be annual 


payments over the life of the loan, and it would 
e reviewed al nually. 


Mr. HaArvEY. Do you think that should be handled through the 


Mr. Dueean. They are making some of those loans on an annual 


note. I do not think that quite gets it, 


DeCALISE if vou make a mortgage loan to buy machinery and equipment, 


atdnacn 


nery and equipment is worn out before you pay off the mort- 


age. That puts it back too far in the future. 


If you make the short-term loan, your tendency is to make the pay- 


nents too heavy, and he has to neglect his soil building or his build 


} 
rs or somet hing elise, on Tl 


the heavier payment than he can afford 


It might be made either by the PC.A’s or someone else. 
hether their capital structure is in that shape. 


I do not 
The land banks 


ould make the intermediate type of loan much better than the PCA, 


ise of then capital structure and because of their ability to stay 
tha farm through tough times. 


Mi AnBertT. Does not the FHA still contemplate an all purpose sit 


lation ¢ 

Mr. DueeGan They do something of the same type loan to the 
irmer. ‘They give him a real-estate loan and they make him a pro 
duction loan. 

Mr. AvBert. Right. 

Mr. Dugean. And they car 


make him an improvement loan in 
ho is not eligible for credit. from 


ier SOLUPCeS., 


io are not eligible fo. FHA loans there 
il] purpose place he can go? 
credit extended to him where he 
vet his full line of credit from one lender. 


Dugean, do you think that could he accom- 
ed by the coordination of separate units? 
I think it can be pretty largely accomplished as 
ire doing it in Springfield, if the land banks had authority to 


sniedanamae 
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lake some 2- to 7-year loans for capital purposes other than real 
estate. 

Mr. McIntire. Well, that gets into the field of the question I wanted 
to raise. If you were reviewing the corporate structure of the inter 
mediate credit units, as I understand it the statutory requirement 1s 

ow that they could not fo nto the field of the longer term loans; 
that is. the 3- to 7 vear loans. 

Mr. Dueean. They cannot discount a loan for more than 3 years, I 
ry | eve. 

Mr. McIntire. More than 3 vears ? 

Mr. Duggan. Yes. 

Mr. MeIntire. On that basis, then, even if they were permitted to 
do that, of course they would still have the problem ot the money. 

Mr. Duaean. Yes. It would probably mean the interest rate would 
be up a little bit. The longer-term debentures would have to carry a 
higher rate, just the same as the longer-term land-bank bonds would 
nave to carry a higher rate. 

Mr. McIntire. But FICB does not have « ipital to take in longe! 
term loans under the present capital structure; is that right ? 

Mr. Duaean. They could not expand more with their present 
capital, plus the revolving fund in the Treasury. They cannot expand 
more than about $P00 million or S300 million. 

Mr. McIntire. Personally, I back away a little bit from the idea 
of the land bank getting into intermediate field, thinking somewhat 
academically that the land banks’ field is a field of long-term loans. I 
am reluctant to see the equities in real estate used up for the short 
term loans, because if there is a requirement fora good, sound down- 
payment on the purchase of equipment or livestock, it in itself is 
ndequate security to allow a sufficient number of years, where its 

se Can pay oft the balance of the indebtedness without encumbering 
the real estate for it. 

Mr. Duagan. Yes. I agree IT would not encumber the real estate 
for this intermediate type of loan. I would take a mortgage. It would 
”e based on the net worth of the operator, with a mortgage on his 
Ia hinery, equipment, and chattels. 

Mr. McIntire. That is. of course, something where we do not need 
to be tied too tightly to tradition, but it is getting away from the 
traditional pattern along that line. 

Mr. DuaGan. That is correct. It is rather revolutionary, as I said. 

Mr. McInrirme. It is somewhat getting over into a field in which, by 
tradition, the Pt ‘A’s and Federal intermediate credit banks have been 


set up to do? 


Mr. Duaean. Yes. 
Mr. McIntire. Do you think that the interest rates on 2- to 7 year 
loans. 1f they were discounted through the Federal intermediate credit 


banks, would, of necessity, have to be higher than a similar loan made 
through the land banks? 

Mr. Ducean. Yes, I think they would have to be higher from the 
standpoint of the cost of debentures. There is an Increasing Operat 


ng cost which eoncerns me, It cOIng up about >] million in the 


PCA area. 


Mr. McIntire. Surely. 
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Mr. DuGGan. With the decline in the volume and the increase in 
number at the same time, that would mean a decline in the size of loans. 
Your cost would increase further. 

Mr. McIntire. That isright. There is one other question, just to get 


out of that field for a moment. The land banks are making 65-per- 
cent loans, as contrasted With the old av) percent loans. It is my 
understand Y that it is now bo yo reent agalnst the normal agricul- 


tural val le, aS ¢ ompared to the old YO- and 50 percent formula. With 
the experience W hich vou have had on the 65 percent loans. do you 
think that they fill the need of the Land Bank Comunissioner loans? 
Of course, we have not had the type of situation necessary of late. 

Mr. Duecanx. We have not had that type of situation. The Federal 
Farm Mortgage Corporation, as you know, 1s still an active corpora 
tion. although hot extending loans. 

Mr. McIntire. Yes. 

Mr. Dueean. I would hate to see that Corporation abolished, be 
cause We may run into a period when there will be some of that type 
of Joan needed very much, such as the loans made by the Federal Farm 
Mortgage Corporation during the 1930's or in the 1940's. 

Mr. McIntire. The type of loan you refer to is on the matter of 
eligibility. You will recall that in the 1930’s the Land Bank Com- 
missioner loan was used in instances where the property was not 
elhioible for a land-bank mortgage. 

Mr. DucGan. Yes. It was for the high-risk areas, and for second 
mortgage loans. 

Mr. McInvire. That is right. We might well come back to a 
situation where not only would there be the need for the additional loan 
which was built up through the Land Bank Commissioner fund, but 
also for the type of security involved, which would need assistance 
and still not be eligible. 

Mr. Duaeanx. And for refinancing. IT am thinking about the avoid 
ance of wholesale foreclosure. 

Mr. McIntire. Right. 

Mr. DucGax. You may have to have an amount of money in excess 
of the 65 percent of normal agricultural value in order to refinance 
the farmer. A farmer who could, if given time, work out, is what I 
refer to. For that reason I think the Federal Farm Mortgage Cor 
poration should be ke pt in existence. 

Mr. McInirire. What is the status of the Corporation at the present 
time ¢ 

Mr. Duaean. The volume of loans is down to, I MuUess, less than 
10,000. The amount is down to where it must be close to $20 million 
or $30 million. The operations consist entirely of sery icing the out- 
standing loans. Almost all of the capital has been repaid to the 
Government, so there is only about $10 million of capital invested in 
the Federal Farm Mortgage Corporation. They have repaid $121 
million of profit to the Government, in addition to that capital. They 
have paid off all the money borrowed, have absorbed all losses, and 
paid all operating expenses. So the Government has had a very nice 
return from that Corporation. 

Mr. McInrire. In order to be again usable it would be necessarv 
to recapitalize it / . 

Mr. Ducean. Yesthat is right. 

Mr. McInrire. That is the only thing which is necessary in order 
to bring it back in. In case it is needed :isthat right ¢ , 
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Mr. Duacan. Yes. 


193 


(The chart on Farm Credit Administration selected comparative 


data, fiscal years 1940 and 1952, is as follows :) 
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Mr. Duaean. There is one other table which I have and which vou 


might like to see. I would like to have it inserted 
point. 


(The matter referred to is as follows :) 
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Mr. Duaean. Congressman Harvey. I am sure this table will be of 
Interest to you. 

This table presents the statistical information on loans by PCA from 
January 1 through March 31, 1953. In the center of the table vou 
will notice—in the upper half—the change In the number of loans 
made. 

In the Springtield district PCA made 2 percent fewer loans this 
vear than last: the Baltimore area 0.8 percent more: ¢ olumbia 6.5 
percent fewer; Wichita 9 and a fraction percent fewer: and for all 12 
districts there were 4.5 percent fewer loans. 

The last half of the table gives the amount by districts. There 
were 3.6 percent more dollars loaned in the Springfield district this 
year from January through March than last year, but in Omaha there 
was 18.5 percent less money loaned, and only 1.4 percent fewer loans. 
For all 12 districts, the total volume was down 5.3 percent. 

In the Louisville district the number is down 2.1 percent and the 
volume is down 2.1 percent, exactly the same. 

‘| he last column elves the loans outstanding March ol. The number 
of loans outstanding is down only 0.8 of 1 percent. Part of the reasoi 
for this is the much smaller size loans in the Omaha-Wichita district, 
as it takes less to buy cattle this vear than it dida vear ago. The loans 
are smaller in size and there has been a movement in that direction. 
However, I think if the squeeze continues on the price of cattle, the 
volume of loans will increase considerably, while the total dollar 
volume on the size ot loans may decline some further. 

Mr. McIntire. Is it a fair observation that you have in the PCA 
Paani members who have moved from a position of needing to borrow 
funds because they have adequate funds of their own and do you not 
have sole members W ho have shifted to other places of borrow Ine, ul 
continue to hold membership and investment in the PCA? 

Mr. Ducean. That is correct. 

Mr. McInrime. If we might be moving into a period lesser margins 
of farm income, it might be a natural assumption that more loans of 
the group that are not now served by PCA, but which formerly were, 
would likely move toward the PCA and increase their demand for 
their services / 

Mr. Duaaan. I think that is true. I think that some of those who 
are borrowing are being financed by merchants and individuals and 
others are coming to the institutional loans. 

Mr. Harvey. It has been my observation in Indiana that the mer 
chants who normally are in the habit of carrying farm credit have 
had an extreme increase in the demands for credit, as noted by their 
outstanding accounts. 

Mr. Dvaean. Accounts receivable, yes. 

Mr. Harvey. I had a meeting just last fall with a group of elevator 
operations—privately owned operations—or individual or corporate, 
and they were very much alarmed over the apparent demand on the 
part of customers that they serve as a credit agency, and they had 
figures there to show that in some instances their accounts rece'vable 
were considerably in excess, and in one case, were double their in 
ventory, which meant that they had sold out twice without having 
starting to collect anything. 

Mr. Duaean. Yes, that situation exists. 
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no Turther questions. 


Thank you very much, Governor Duggan, for your 


suest here from Mr. Halvorson to insert attached credit 


} 


ne] on of the remarks which he made today. Without 


be So included. 


no other witnesses to testify, the hearing will close. I 


of you who have cooperated with us in the hearing. 





